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[Arndt.  No.  132] 

FOOO  STAMP  ACT  OF  1977 

AGENCY:  Pood  and  Nutrition  Service, 
USDA. 

ACTION:  Proposed  rule. 

SUMMARY:  This  proposed  rulemak¬ 
ing  discusses  major  aspects  of  the 
Food  Stamp  Act  of  1977,  including  the 
issuance  of  allotments  at  no  cost,  eligi¬ 
bility  criteria,  certification  and  issu¬ 
ance  procedures,  research  and  demon¬ 
stration  authority,  fraud  disqualifica¬ 
tion  requirements,  and  retailer/whole¬ 
saler  participation.  The  changes  are 
intended  to  tighten  eligibility  criteria, 
to  facilitate  participation  by  eligible 
households,  to  strengthen  program  ad¬ 
ministration,  and  to  reduce  program 
fraud  and  abuse. 

DATES:  Comments  should  be  received 
on  or  before  June  16, 1978. 

ADDRESS:  Comments  should  be  sub¬ 
mitted  to:  Nancy  Snyder,  Acting 
Deputy  Administrator  for  Family  Nu¬ 
trition  Programs,  Pood  and  Nutrition 
Service,  U.S.  Department  of  Agricul¬ 
ture,  Washington,  D.C.  20250. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Alberta  Frost,  Food  Stamp  Regula¬ 
tion  Task  Force,  Food  and  Nutrition 
Service.  Washington,  D.C.  20250, 
202-447-6993. 

SUPPLEMENTARY  INFORMATION. 

Introduction 

The  Food  Stamp  Act  of  1977  (the 
Act)  is  the  most  comprehensive  and 
detailed  statutory  revision  of  the  Food 
Stamp  Program  (FSP)  since  its  incep¬ 
tion.  That  Act,  as  reported  by  the 
House  Committee  on  Agriculture, 
“•  •  *  represents  the  culmination  of 
two  and  one-half  years  works  by  the 
Committee,"  and  is  a  “•  •  •  tightly 
inter  related  package  of  provisions 
that  accomplishes  several  major  objec¬ 
tives.”  These  objectives  include  simpli¬ 
fying  and  tightening  program  adminis¬ 
tration,  facilitating  access  to  the  pro¬ 
gram  for  eligible  and  potentially  eligi¬ 
ble  households,  eliminating  house¬ 
holds  with  high  gross  incomes,  and  re¬ 
ducing  the  potential  for  errors  and 
program  fraud  or  abuse. 

In  preparing  this  regulatory  propos¬ 
al,  the  Department  actively  sought  the 
advice  and  assistance  of  other  Federal 
agencies.  State  public  assistance  de¬ 
partments,  State  and  local  food  stamp 
agencies,  food  advocacy  groups,  public 


interest  organizations,  and  the  general 
public.  The  Department  was  especially 
interested  in  soliciting  the  views  of 
persons  likely  to  be  substantially  af¬ 
fected  by  these  massive  program 
changes.  Some  of  the  procedures  em¬ 
ployed  to  encourage  public  participa¬ 
tion  in  this  unique  and  extensive  pro¬ 
gram  revision  are  taken  from  the  offi¬ 
cial  recommendations  of  the  Adminis¬ 
trative  Conference  of  the  United 
States  (Administrative  Conference). 
This  organization,  which  is  authorized 
under  Federal  law  (5  U.S.C.  571-576),' 
as  a  “•  •  •  permanent  independent 
agency,  •  •  •”  is  composed  of  Federal 
“•  •  •  agency  heads,  other  Federal  of¬ 
ficials,  private  lawyers,  university  pro¬ 
fessors,  and  other  experts  in  adminis¬ 
trative  law  and  government  •  •  1 

CFR  301.2*  In  this  regard,*  the  De¬ 
partment  sponsored  17  public  hearings 
in  October  1977. 4  The  hearings  were 


'  This  reference  is  to  Title  5  of  the  United 
States  Code  (UJ5.C.),  sections  571  to  578. 
The  U.S.C.  should  be  available  in  all  law  li¬ 
braries  and  most  public  libraries. 

•This  reference  is  to  Title  1  of  the  Code  of 
Federal  Regulations  (CFR),  section  301.2. 
The  CFR  should  be  available  in  law  librar¬ 
ies. 

•Recommendation  68-5  of  that  Adminis¬ 
trative  Conference  provides: 

1.  Federal  agencies  should  engage  more 
extensively  inaffirmative,  self-initiated  ef¬ 
forts  to  ascertain  directly  from  the  poor 
their  views  with  respect  to  rulemaking  that 
may  effect  them  substantially. 

(a)  Agencies  should  seek  to  inform  the 
poor  of  all  rulemaking  proposals  that  may 
affect  them  substantially  and  should  pro¬ 
vide  opportunities  for  the  poor  to  submit 
their  views  concerning  these  and  related 
proposals. 

(b)  Agencies  should  hold  formal  public 
hearings  or  informal  conferences  in  close 
geographic  proximity  to  the  poor  substan¬ 
tially  affected  by  contemplated  rulemaking. 

(c)  Agencies  should  take  care  to  invite  in¬ 
dividuals  constituting  a  representative  cross- 
section  of  the  poor  to  submit  their  views 
orally  or  in  writing  as  to  proposed  rules  sub¬ 
stantially  affecting  the  poor. 

(d)  Agencies  should  conduct  field  surveys 
among  the  poor  to  discover  their  attitudes 
concerning  particular  government  policy¬ 
making  substantially  affecting  them. 

(e)  Agencies  should  use  advisory  commit¬ 
tees  made  up  of  representatives  of  the  poor 
as  continuing  consultants  for  all  programs 
having  a  substantial  effect  on  such  persons. 

(f)  When  necessary  to  assure  adequate 
representation  for  the  poor,  agencies  should 
pay  the  personal  expenses  and  wage  losses 
incurred  by  individuals  incident  to  their 
participation  in  rulemaking  hearings  •  •  •  1 
CFR  305.68-5  (Jan.  1.  1977). 

•See  Administrative  Conference  Recom¬ 
mendation  68-5(A)(2Xb).  Moreover,  the  Ad¬ 
ministrative  Conference  recommends  two 
cycles  of  notice  and  comment  rulemaking 
where  complex  issues  are  involved.  1  CFR 
305.76-3.  The  Department  modified  this 
Recommendation  by  holding  public  hear¬ 
ings  and  reviewing  the  extensive  public 
input  in  preparing  this  proposal  for  further 
public  scrutiny. 


publicized  through  the  media,  the  dis¬ 
play  of  posters  and  Federal  Register 
notice.5  (42  FR  44251,  Sept.  2,  1977). • 
Numerous  invitations  were  sent  to  in¬ 
dividuals  and  organizations  from  mail¬ 
ing  lists  prepared  by  the  Department’s 
national  and  regional  offices.7  862  in¬ 
dividuals  testified  at  these  public  hear¬ 
ings.  To  insure  the  adequate  represen¬ 
tation  of  the  poor  at  these  hearings, 
the  Department  paid  the  personal  ex¬ 
penses  of  certain  persons  to  enable 
them  to  testify. 5  Person  unable  to  pre¬ 
sent  comments  at  the  hearings  were 
invited  to  submit  written  suggestions. 
A  total  of  7,191  transcript  pages  were 
generated  and  316  letters  were  re¬ 
ceived  pursuant  to  Departmental  ef¬ 
forts  to  encourage  public  participa¬ 
tion. 

The  Department  also  met  with  var¬ 
ious  organizations  with  technical  ex¬ 
pertise,  experience  or  knowledge  con¬ 
cerning  more  specific  aspects  of  the 
program  such  as  the  National  District 
Attorneys’  Association,  the  American 
Public  Welfare  Association,  the  South¬ 
ern  California  Grocery  Association, 
the  Food  Research  and  Action 
Center,*  retail  food  chain  representa¬ 
tives  and  various  Federal  agencies  and 
Departments.  Additionally,  copies  of  a 
working  draft of  proposed  regula¬ 
tions  were  issued  to  participants  at  the 
Third  Annual  Food  Stamp  Conference 
(Jan.  29-Feb.  1,  1978).  Participants  in¬ 
cluded  Food  and  Nutrition  Service  Re¬ 
gional  Administrators  and  staff,  repre¬ 
sentatives  of  various  State  and  county 
agencies,  public  interest  law  and  nutri¬ 
tional  advocacy  organizations,  and 
staff  from  the  FNS  headquarters  in 
Washington,  D.C. 


•The  Administrative  Conference  has  rec¬ 
ommended  that:  Each  agency  should  utilize 
such  methods  as  may  be  feasible,  in  addition 
to  the  Federal  Register’s  official  public 
notice,  to  inform  the  public  and  citizen 
groups  about  proceedings  .  .  .  where  their 
participation  is  appropriate.  Among  the 
techniques  which  should  be  considered  are 
factual  press  releases  written  in  lay  lan¬ 
guage,  public  service  announcements  on 
radio  and  television,  direct  mailings,  and  ad¬ 
vertisements  where  the  affected  public  is  lo¬ 
cated,  and  express  invitations  to  groups 
which  are  likely  to  be  interested  in  and  able 
to  represent  otherwise  unrepresented  inter¬ 
ests  and  views.  1  CFR  305.71-6.  (Jan.  1. 
1977). 

*42  F.R.  44251  refers  to  Volume  42  of  the 
Federal  Register,  page  44251.  The  Federal 
Register  should  be  available  in  many  law  li¬ 
braries. 

’See  Administrative  Conference  Recom¬ 
mendation  71-6(E)  and  68-5(A)(2Xc). 

•See  Administrative  Conference  Recom¬ 
mendation  68-5(a)(2)(f). 

•The  Food  Research  and  Action  Center  is 
a  legal  advocacy  group  representing  pro¬ 
gram  participants  in  litigation  against  the 
Department. 

“Copies  of  that  working  draft  have  been 
made  available  upon  request.  43  F.R.  10568 
(March  13.  1978). 
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The  public  hearing  transcripts  n  and 
suggestions  from  State  and  local  agen¬ 
cies,  public  interest  organizations,  ad¬ 
vocacy  groups,  and  other  Federal  De¬ 
partments,  were  carefully  considered 
in  drafting  these  proposals. 

The  legislative  history  was  closely 
examined  to  determine  the  purpose 
and  intent  of  statutory  provisions. 12 
Nonetheless,  the  written  comment 
period  which  follows  this  notice  repre¬ 
sents  the  critical  opportunity  to  affect 
final  regulatory  policies.  The  Depart¬ 
ment,  therefore,  encourages  careful 
public  scrutiny  of  this  proposal  and 
welcomes  detailed  written  criticism 
and  comment 

While  the  current  regulations  are 
approximately  thirty  pages  in  length, 
those  current  regulations  are  inter¬ 
preted  by  a  ‘‘Food  Stamp  Certification 
Handbook”  (FNS  Instruction  732-1), 
which  is  one  hundred  forty-five  pages 
in  length,  in  addition  to  hundreds  of 
pages  of  other  written  instructions.  To 
insure  that  the  public  has  an  opportu¬ 
nity  to  comment  on  all  significant  as¬ 
pects  of  these  massive  statutory 
changes,  the  Department  has  decided 
to  publish  a  detailed,  explicit  and  ex¬ 
tensive  proposal.  It  is  hoped  that  in¬ 
tensive  public  scrutiny,  even  of  rules 
which  merely  interpret  and  explain 
statutory  provisions,  will  assist  the  De¬ 
partment  in  drafting  final  regulations. 
Provisions  of  the  proposed  regulations 
which  are  unlikely  to  significantly 
affect  the  public  may  not  have  been 
analyzed  in  the  preamble.  However, 
comments  on  all  aspects  of  the  pro¬ 
posed  rules  will  be  considered. 

Elimination  or  the  Purchase  Requirement 

The  Act  of  1977  will  result  in  the  is¬ 
suance  of  food  stamp  benefits  to  eligi¬ 
ble  households  at  no  charge.  While  no 
provision  or  section  of  the  Act  of  1977 
specifically  eliminates  the  charge  for 
coupons  required  by  the  Act  of  1964, 
the  regulatory  Implementation  of  cer¬ 
tain  provisions  of  the  Act  of  1977  will 
result  in  the  issuance  of  coupons  at  no 
cost.  This  should  result  in  program 
simplification,  reduced  administrative 
costs,  increased  access  to  the  program 
and  the  elimination  of  the  potential 
for  fraud  in  the  handling  of  cash. 

The  Department  wishes  to  make 
clear  that,  under  the  Act,  most  house¬ 
holds  will  receive  a  smaller  allotment 
than  would  have  been  provided  under 


"These  transcripts  are  available  for 
public  inspection  arvd  copying  during  regu¬ 
lar  business  hours  at  500  12th  St.,  S.W., 
Room  698,  Washington,  D.C. 

"The  legislative  history  includes,  among 
other  documents,  the  extensive  and  through 
report  of  the  House  Committee  on  Agricul¬ 
ture  (H.  Rept.  95-464;  June  24,  1977);  the 
report  of  the  Senate  Committee  on  Agricul¬ 
ture,  Nutrition  and  Forestry  (S.  Rept.  95- 
180;  May  16,  1977);  and  the  Conference 
Committee  Report  (H.  Rept.  95-599;  Sept. 
12.  1977). 


the  Act  of  1964.  Under  the  Act  of  1964 
households  received  the  full  value  of 
the  ‘‘Thrifty  Food  Plan” 12  upon  pay¬ 
ment  of  the  purchase  requirement. 
Under  the  new  Act,  households  will  re¬ 
ceive  coupons  equal  in  value  to  the 
Thrifty  Food  Plan  reduced  by  30  per¬ 
cent  of  net  income  as  defined  under 
the  new  Act.  Only  the  poorest  house¬ 
holds  will  receive  allotments  equiv¬ 
alent  to  the  full  cost  of  Thrifty  Food 
Plan.  All  other  households  will  have  to 
spend  cash,  in  addition  to  the  stamps, 
to  purchase  the  equivalent  of  the 
Thrifty  Food  Plan. 

Implementation 

The  Act  contains  no  specific  imple¬ 
mentation  schedule.  It  does,  however, 
direct  the  Secretary  to  implement  the 
Act  '*•  •  •  as  expeditiously  as  possible 
consistent  with  the  efficient  and  effec¬ 
tive  administration  of  the  food  stamp 
program.”  Many  of  the  proposed 
changes  are  closely  interrelated  and 
should  be  concurrently  implemented 
to  achieve  a  smooth  and  orderly  tran¬ 
sition  to  the  new  program.  To  expedite 
the  implementation  of  significant  stat¬ 
utory  revisions  which  directly  affect 
households,  the  Department  has  divid¬ 
ed  the  implementation  of  .the  Act  into 
at  least  two  major  notice  and  comment 
rulemaking  packages.  This  first  pack¬ 
age  contains  the  major  legislative 
changes  affecting  eligibility  and  bene¬ 
fit  levels,  as  well  as  related  certifica¬ 
tion,  issuance  and  hearing  procedures 
necessary  for  a  coherent  implementa¬ 
tion  of  these  new  provisions. 

Implementation  of  the  first  package 
requires  careful  timing.  It  will  take 
place  in  two  distinct  phases.  The  first 
phase  occurs  after  publication  of  final 
regulations.  During  this  phase,  States 
must  prepare,  print  and  distribute  the 
necessary  instructions  and  forms,  train 
staff  on  the  new  procedures,  repro¬ 
gram  data-processing  equipment,  and 
inform  the  public  of  the  new  program 
regulations. 

The  second  phase  involves  convert¬ 
ing  the  current  caseload  to  the  new 
program,  as  well  as  certifying  all  appli¬ 
cants  under  the  new  procedures.  As 
households  come  due  for  recertifica¬ 
tion,  they  will  be  converted  according 
to  the  new  regulations.  All  households 
which  would  not  normally  have  been 
recertified  during  phase  two  shall  be 
converted  through  State  agency  re¬ 
views  of  each  case  file  (desk  reviews). 

In  general,  States  agencies  would  be 
allowed  between  3  and  4  months  from 
the  publication  date  of  final  regula¬ 
tions  for  phase  one  implementation 
and  an  additional  120  days  to  complete 
phase  two  conversion.  While  the  De¬ 
partment  would  have  preferred  to  si- 


"The  Thrifty  Food  Plan  is  the  diet  re¬ 
quired  to  feed  a  family  of  four  persons.  The 
Department  has  adjusted  this  diet  for  dif¬ 
ferent  household  sizes. 


multaneously  convert  the  entire  case¬ 
load  in  one  month,  that  is  not  feasible. 
Under  normal  circumstances,  local 
food  stamp  offices  handle  less  than 
one-third  of  the  caseload  in  any  given 
month.  It  would  be  impossible  to  triple 
that  workload,  especially  while  using 
new  income  computation,  issuance  and 
certification  procedures.  Moreover,  an 
increased  influx  of  applicants,  com¬ 
plaints  and  inquiries  is  anticipated 
during  that  initial  conversion  period. 

Based  on  an  examination  of  prior  ru¬ 
lemakings,  as  the  House  Report  point¬ 
ed  out,  the  House  Committee  ‘  some¬ 
what  optimistic  [ally]”  discussed  a  90- 
day  conversion  period.  The  Depart¬ 
ment  believes  that  120  days  is  more  re¬ 
alistic  considering  the  extent  of  this 
program  revision.14  However,  the  De¬ 
partment  believes  that  staggered  im¬ 
plementation  of  the  free  coupon  issu¬ 
ance  provisions  would  be  administra¬ 
tively  impossible.  State  agencies  have 
indicated  that  computer  and  data  sys¬ 
tems  limitations  mandate  a  single  free 
coupon  conversion  date.  Moreover,  a 
gradual  phase  out  of  the  purchase  re¬ 
quirement  will  prolong  and  complicate 
cash  accountability  for  FNS  and 
coupon  issuers.  A  gradual  phase  out 
may  discourage  current  coupon  issuers 
from  continuing  to  provide  service  to 
participants.  Issuance  of  free  coupons 
to  some  households,  and  not  others, 
will  induce  confusion,  information  re¬ 
quests  and  program  dissatisfaction. 
Numerous  households  are  likely  to 
demand  free  issuances  while  others 
will  forward  unneeded  money  orders 
or  checks.  Many  households  could  fail 
to  send  in  needed  purchase  require¬ 
ments,  thus  delaying  the  receipt  of 
coupons.  To  avoid  these  and  other 
problems,  and  for  the  effective  and  ef¬ 
ficient  conversion  to  a  new  program, 
the  Department  will  authorize  free 
coupon  issuances  for  all  households  si¬ 
multaneously  with  the  completion  of 
phase  one  implementation.  As  a  result, 
some  currently  participating  house¬ 
holds  will  temporarily  receive  the  old 
bonus  amount  until  the  desk  review  or 
recertification  is  done.  Thus,  until  con¬ 
verted  to  the  new  program,  currently 
participating  households  will  continue 
to  receive  the  level  of  benefits  (only 


,4A  gradual  food  stamp  program  conver¬ 
sion  affecting  levels  of  program  benefits  was 
recently  upheld.  The  Federal  district  court 
note:  “The  defendants  [USDA1  decided  to 
implement  the  utility  standard  on  a  case-by¬ 
case  basis,  as  recipients  were  certified  or  re¬ 
certified,  because  this  was  *  •  •  administra¬ 
tively  convenient  •  *  •  A  mass  review  of  all 
[State]  recipients  would  have  involved  sub¬ 
stantially  more  work  and  time,  delaying  the 
date  when  the  utility  standard  could  be 
made  available  to  any  recipient.”  The  court 
found  that  this  gradual  conversion  was 
"eminently  rational,”  did  not  violate  the 
equal  protection  clause,  and  was  consistent 
with  due  process.  Newberry  v.  Bergland, 
USDC,  S.D.  Ga,  Civ.  No.  277-67  (Mar.  3. 
1978). 


FEDERAL  REGISTER,  VOL  43,  NO.  85— TUESDAY,  MAY  2,  1978 


18876 


PROPOSED  RULES 


the  bonus  amount)  authorized  by  the 
Act  of  1964,  as  amended.  Currently 
participating  households,  which  are 
converted,  all  recertified  households 
and  all  new  applicants  will  receive  the 
level  of  benefits  authorized  by  the  Act 
of  1977.  The  Department  recognizes 
that  currently  participating  house¬ 
holds,  not  yet  converted,  could  tempo¬ 
rarily  receive  benefits  less  than  or 
greater  than  those  benefits  which 
would  have  been  provided  a  similar 
household  under  the  Act  of  1977. 
Nonetheless,  no  household  would  re¬ 
ceive  a  level  of  benefits  not  authorized 
by  either  Act  of  1964  or  1977.  No  new 
applicant  could  receive  the  bonus  al¬ 
lotment  under  the  Act  of  1964,  as 
amended.  Providing  bonus  amounts, 
under  the  Act  of  1964,  to  new  appli¬ 
cants  without  charging  a  purchase  re¬ 
quirement  would  expand  the  food 
stamp  program  in  a  manner  not  con¬ 
templated  by  either  Act.  The  Depart¬ 
ment  believes  that  this  gradual  con¬ 
version  is  a  legitimate  response  to  the 
inability  to  convert  every  household  in 
the  same  month.1*  The  Department 
proposes  the  following  specific  imple¬ 
mentation  procedures. 

Phase  1.  Not  later  than  the  first  of 
the  month  beginning  no  less  than  3 
nor  more  than  4  months  after  publica¬ 
tion  of  final  regulations.  State  agen¬ 
cies  must  implement  the  new  eligibil¬ 
ity  criteria,  application  processing  pro¬ 
cedures  and  timeliness  standards  (in¬ 
cluding  expedited  certification),  re¬ 
porting  requirements,  recertification 
procedures,  notice  and  fair  hearing  re¬ 
quirements  for  all  new  applicants  and 
households  undergoing  recertification. 
The  joint  recertification  procedures, 
for  households  receiving  public  assis¬ 
tance  and  general  assistance,  the  fraud 
disqualification  procedures  and  all 
other  recertification  and  issuance  re¬ 
lated  procedures,  except  as  noted 
below,  must  also  be  in  effect  at  this 
time.  All  forms  and  notices,  including 
the  standard  application  form,  must 
also  be  in  use  by  the  above  date. 

Phase  2  It  is  proposed  that  all  cur¬ 
rently  certified  households  be  convert¬ 
ed  to  the  new  program  within  120  days 
after  the  start  of  phase  2.  implementa¬ 
tion.  Households  coming  due  for  recer¬ 
tification  during  this  time  will  be  con¬ 
verted  to  the  new  program  at  the  re 


“The  total  conversion  of  the  current  case¬ 
load  on  one  date,  as  compared  to  a  phase  in 
beginning  on  that  date,  would  reduce  ths 
overall  level  of  benefits  provided  those 
households  during  that  period.  The  Act  of 
1964,  for  most  of  the  existing  caseload,  pro¬ 
vides  a  level  of  benefits  in  excess  of  that 
provided  under  the  Act  of  1977.  The  legisla¬ 
tive  history  does  not  seem  to  prohibit  this 
proposed  gradual  conversion.  In  making  its 
budget  predictions  to  the  Senate  and  House 
Committees  the  Department  assumed,  as  it 
now  proposes,  that  States  would  issue  all 
coupons  at  no  cost  beginning  on  an  exact 
date  and  would  gradually  phase  in  other 
regulatory  provisions. 


certification  review.  Remaining  house¬ 
holds  must  be  converted  by  a  desk 
review  during  phase  two.  The  new 
income  definition,  deductions,  and  al¬ 
lotment  calculations  must  be  complet¬ 
ed  for  all  households  which  are  desk 
reviewed.  Formerly  exempt  household 
members  who  must  register  for  work 
under  the  new  regulations  shall  be  ad¬ 
vised  of  the  need  to  register  and  be 
provided  a  reasonable  opportunity  to 
comply.  To  the  extent  that  the  case 
file  and  other  information  available  to 
the  State  so  permits,  other  eligibility 
factors  (such  as  resources,  tax  depen¬ 
dency,  and  alien  status)  shall  be  con¬ 
sidered  during  the  desk  review.  Other¬ 
wise,  nonincome  changes  shall  be  de¬ 
ferred  until  the  household  is  recerti¬ 
fied.  In  no  event  will  a  household’s 
certification  period  be  extended  at  the 
desk  review.  Subsequent  recertifica¬ 
tion  action  for  these  households  must 
be  in  accord  with  all  provisions  of  the 
final  regulations. 

Other  changes.  It  is  proposed  that 
the  outreach  requirements  for  the 
transition  period  must  be  in  effect  one 
month  prior  to  the  implementation  of 
phase  1.  Within  six  months  of  the 
publication  date  of  final  regulations, 
the  State  agency  must  have  imple¬ 
mented  any  remaining  portions  of 
these  regulations. 

In  addition,  within  six  months  of  the 
publication  of  final  regulations.  State 
agencies  without  a  currently  approved 
utility  standard  must  have  an  FNS  ap¬ 
proved  utility  standard  in  use  for  all 
new  applicants  as  of  the  first  of  the 
month  following  FNS  approval.  Cur¬ 
rently  certified  households  will  be  ad¬ 
vised  of  the  standard  and  will  be  al¬ 
lowed  to  use  the  standard  in  lieu  of 
actual  utility  costs.  Otherwise,  actual 
utility  costs  will  continue  to  be  used 
until  the  household  is  recertified  or 
desk  reviewed,  whichever  comes  first. 
The  Department  will  provide  technical 
assistance  to  those  States  which  re¬ 
quest  help  in  developing  a  utility  stan¬ 
dard  methodology. 

Regulations  regarding  retailer/ 
wholesaler  provisions  will  be  effective 
as  of  the  date  the  final  rulemaking  on 
these  proposed  regulations  is  pub¬ 
lished. 

Extensions.  FNS  may  grant  exten¬ 
sions  to  some,  but  not  all,  of  the  above 
implemention  schedules.  In  particular, 
implementation  of  the  basic  financial 
and  nonfinancial  eligibility  criteria 
and  free  coupon  issuance  shall  not  be 
extended  for  any  reason.  For  other 
provisions,  extensions  may  be  granted 
by  FNS  upon  submission  by  the  State 
agency  of  compelling  justification  and 
an  acceptable  alternative  schedule.1* 


“Under  the  Supremacy  Clause  of  the  U.S. 
Constitution,  State  notice  and  comment  ru¬ 
lemaking  requirements  (State  Administra¬ 
tive  Procedure  Acts)  may  not  delay  imple¬ 
mentation  of  this  program  beyond  deadlines 


When  extensions  are  granted,  the  cur¬ 
rent  relevant  Department  regulations 
will  remain  in  effect  until  superseded 
by  implementation  of  the  new  rules. 
For  example,  if  an  extension  is  grant¬ 
ed  for  expedited  action  on  zero  income 
applicants,  the  State  agency  must  con¬ 
tinue  the  current  rules  pertaining  to 
waiving  verification  for  zero  income 
households  and  the  special  rules  for 
migrant  income  mandated  by  Gu- 
tierres  v.  Bergland,  415  F.  Supp.  827 
(D.C.  1976).  In  no  event  will  the  De¬ 
partment  grant  an  extension  in  excess 
of  120  days,  from  the  specified  imple¬ 
mentation  date. 

The  Department  is  particularly  in¬ 
terested  in  receiving  comments  regard¬ 
ing  the  proposed  timetable  for  imple¬ 
mentation  of  new  regulations.  The  re¬ 
maining  sections  of  the  preamble  dis¬ 
cuss  policies  and  procedures  in  the 
same  order  in  which  they  are  present¬ 
ed  in  the  proposed  regulations. 

General  Purpose  and  Scope 

COUPONS  AS  OBLIGATIONS  OP  U.S.  CRIMES 
AND  OFFENSES 

Coupon  issuer  penalties  and  the 
monitoring  of  coupon  issuer  activity 
received  considerable  attention  prior 
to  passage  of  the  Food  Stamp  Act  of 
1977.  The  Emergency  Food  Stamp 
Vendor  Accountability  Act.  Pub.  L.  94- 
339,  was  enacted  in  1976  in  response  to 
reports  of  vendor  abuses  involving  the 
loss,  embezzlement  and  theft  of  cou¬ 
pons  and  cash.  As  noted  in  the  House 
Report,  the  need  for  strict  controls 
will  be  greatly  reduced  by  implementa¬ 
tion  of  the  Act  of  1977  since  coupon  is¬ 
suers  will  handle  a  reduced  volume  of 
stamps  and  will  not  handle  any  cash. 
The  Department  hereby  withdraws 
the  proposed  regulations  regarding 
Pub.  L.  94-339  published  at  42  FR 
1479,  January  7, 1977,  and  instead  pro¬ 
poses  new  regulatory  standards  for 
coupon  and  inventory  security.  These 
proposals  are  discussed  under  the 
heading  "Issuance  and  Dse  of  Food 
Coupons.” 

Penalties.  In  accord  with  the  Act, 
the  proposed  regulations  require 
coupon  issuers  and  bulk  storage  points 
to  submit  monthly  activity  reports  to 
FNS  through  the  State  agency.  The 
SUite  agency  will  be  required  to  close¬ 
ly  monitor  the  day-to-day  activities  of 
all  of  its  coupon  issuers  and  bulk  stor¬ 
age  points  and  report  any  violations  to 
FNS.  The  Act  and  regulations  provide 
that  any  coupon  issuer  or  bulk  storage 
point  convicted  of  failing  to  provide 
required  monthly  reports  shall  be  sub¬ 
ject  to  a  fine  of  not  more  than  $1,000 
or  imprisoned  for  not  more  than  one 


set  forth  in  the  final  Federal  regulations. 
States  desiring  local  input  to  formulate  op¬ 
tional  rules  and  operating  procedures  may 
wish  to  provide  for  comment  periods,  in  ad¬ 
vance  of  implementation  requirements,  so 
as  not  to  impede  or  delay  that  process. 
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year,  or  both.  In  addition,  as  required 
by  the  Act,  any  coupon  issuer  or  bulk 
storage  point  convicted  of  knowingly 
providing  false  information  on  the  re¬ 
quired  reports  shall  be  subject  to  a 
fine  of  not  more  than  $10,000  or  im¬ 
prisoned  for  not  more  than  five  years, 
or  both. 

Requirements  for  Participating 
State  Agencies 

PROGRAM  ADMINISTRATION  AND 
PERSONNEL  REQUIREMENTS 

Staffing  standards.  The  Department 
intends,  after  appropriate  study,  to  de¬ 
velop  comprehensive  standards  aimed 
at  improving  the  quality,  timeliness 
and  efficiency  of  services  while  recog¬ 
nizing  the  diversity  of  program  oper¬ 
ations  from  project  area  to  project 
area.  The  standards  will  be  published 
as  proposed  rulemaking  and  comments 
will  be  solicited  and  analyzed  prior  to 
adoption  of  final  rules.  Until  that  final 
publication,  it  is  proposed  that  State 
agencies  employ  sufficient  staff  to  cer¬ 
tify  and  issue  benefits  to  eligible 
households  and  process  fair  hearing 
requests  within  the  appropriate  timeli¬ 
ness  standards  as  required  by  the  Act 
and  final  regulations. 

Bilingual  requirements.  The  legisla¬ 
tion  requires  that  State  agencies  “•  •  • 
use  appropriate  bilingual  personnel 
and  printed  material  in  the  adminis¬ 
tration  of  the  program  in  those  por¬ 
tions  of  political  subdivisions  in  ths 
State  in  which  a  substantial  number 
of  members  of  low-income  households 
speak  a  language  other  than  English.'* 

The  House  Report  states  that,  at  a 
minimum,  bilingual  printed  material 
would  include  *****  all  application 
forms,  instruction  sheets,  and  out¬ 
reach  and  nutrition  education  materi¬ 
al.’*  While  that  report  stresses  that 
hiring  quotas  are  not  mandated  by  the 
Act,  neither  the  report  nor  the  Act  is 
explicit  regarding  the  caseload  concen¬ 
trations  that  trigger  the  need  for  bilin¬ 
gual  services. 1T  The  Department  is 
concerned  that  data  on  the  numbers 
of  low-numbers  of  low-income  non- 
English-speaking  households  may  not 
be  readily  available  for  many  areas. 
States  will  have  to  use  a  variety  of 
sources  to  secure  pertinent  informa¬ 
tion. 

The  proposed  regulations  require  bi¬ 
lingual  service  based  on  the  total 
number  of  households  needing  that 
service  compared  to  the  number  of 
low-income  households  in  a  given  pro¬ 
ject  area,  bilingual  service  is  mandated 
where,  at  least,  150  households  of  a 
single  language  low  income  group1* 

"This  phrase  refers  to  households  which 
speak  the  same  non-English  language  and 
which  do  not  contain  adults  fluent  in  Eng¬ 
lish  as  a  second  language. 

'•The  6  percent  staring  point  (150/3,000) 
is  reflected  in  the  voting  Rights  Act  of  1965, 
as  amended,  which  requires  bilingual  mate- 


reside  in  projects  with  3,000  or  more 
low-income  households.  Project  areas 
with  fewer  than  3,000  low-income 
households,  in  which  at  least  50  single¬ 
language  low-income  households 
reside,  must  also  provide  bilingual  ser¬ 
vice. 

The  Department  rejected  a  uniform 
percentage  test  since  that  could  re¬ 
quire  bilingual  service  in  areas  with 
few  low-income  households  where  only 
very  few  single  non-English  language 
households  resided. 

Theoretically,  the  presence  of  one 
household  could  exceed  a  percentage 
test.  Even  worse,  in  densely  populated 
low-income  areas  significant  concen¬ 
trations  of  non-English-speaking 
households  might  not  be  entitled  to  bi¬ 
lingual  service. 

Under  the  Department’s  proposal, 
no  matter  how  low  a  percentage  150 
same-language  non-English-speaking 
households  constituted  (as  compared 
to  the  total  number  of  low-income 
households),  those  150  or  more  house¬ 
holds  would  receive  bilingual  service. 
Conversely,  concentrations  of  fewer 
than  50  same-language  non-English- 
speaking  households,  no  matter  how 
high  a  percentage  of  low-income 
households  that  represented,  would 
not  be  entitled  to  bilingual  service.  If 
this  standard  is  adopted,  the  Depart¬ 
ment  intends  to  closely  monitor  its  ef¬ 
fectiveness  to  develop  data  on  which 
to  base  possible  future  rulemaking. 

States  may  provided  bilingual  ser¬ 
vice  under  stricter  numerical  require¬ 
ments  than  are  provided  in  the  pro¬ 
posed  regulations  where  the  State  be¬ 
lieves  this  would  be  appropriate.  Impo¬ 
sition  of  bilingual  service  does  not 
mean  that  certification  staff  would 
have  to  be  released  and  other  staff 
hired  to  meet  the  criteria.  It  does 
mean,  however,  that  States  must  have 
a  staffing  plan  that  would  move 
toward  meeting  the  minimum  Federal 
requirements  as  expeditiously  as  possi¬ 
ble.  Paid  or  volunteer  interpreters 
may  be  used  to  meet  the  need  where 
appropriate. 

Areas  that  anticipate  an  influx  of 
non-English-speaking  households 
during  certain  seasons  must  be  pre¬ 
pared  to  respond  with  bilingual  staff 
and  program  materials.  The  use  of  in¬ 
terpreters  or  temporary  employees  for 
these  periods  is  acceptable.  The  pro¬ 
posed  numerical  standards  for  deter¬ 
mining  the  need  for  bilingual  staff  and 
materials  apply  during  influx  periods. 

States  may  find,  in  large  project 
areas  with  more  than  one  certification 
office,  that  bilingual  capabilities  are 
not  needed  in  all  offices.  In  these  situ¬ 
ations  bilingual  staff  can  be  concen- 

rials  where  5  percent  of  the  voting  age  pop¬ 
ulation  speak  a  language  other  than  Eng¬ 
lish.  Localities  might  have  developed  useful 
statistical  analyses  based  on  implementa¬ 
tion  of  that  Act. 


trated  in  those  offices  where  the  need 
exists.  Bilingual  materials  must  be  de¬ 
veloped  and  distributed  for  use  by  pro¬ 
gram  participants  and  the  potentially 
eligible  as  expeditiously  as  possible. 

Divisons  of  responsibilities.  The  cur¬ 
rent  requirements  (FNS(FS)  Instruc¬ 
tion  734-2  and  FNS  Notice  77-30)  on 
the  division  of  certification  and  issu¬ 
ance  responsibilities  are  included  in 
these  proposed  regulations.  While  the 
Department  recognizes  that  limita¬ 
tions  in  staff  and  funding  may  necessi¬ 
tate  the  combining  of  certification  and 
issuance  functions,  such  a  combination 
of  responsibilities  seriously  weakens 
controls  and  involves  risks  of  losses. 
The  proposed  regulations  require  that 
the  State  agency  divide  the  responsi¬ 
bility  for  eligibility  determinations 
and  coupon  issuance  between  certifica¬ 
tion,  data  management  and  issuance 
units.  However,  with  prior  Depart¬ 
mental  approval,  a  project  area  may 
combine  unit  responsibilities  where 
other  alternatives  have  been  explored 
and  determined  to  be  not  feasible.  The 
conditions  under  which  such  approvals 
will  be  provided  are  spelled  out  in  the 
proposed  regulations. 

Training.  The  Act  requires  the  State 
agency  to  provide  a  “•  *  •  continuing, 
comprehensive  program  of  training  for 
all  personnel  undertaking  [Food 
Stamp]  certification.”  The  proposed 
regulations  expand  the  training  re¬ 
quirement  beyond  the  certification 
worker  to  help  ensure  more  effective 
and  efficient  program  operations. 
Those  included  in  the  expanded  train 
ing  program  are  outreach  workers  and 
others  who  pre-screen  or  provide  other 
services  to  applicants. 

The  proposed  regulations  require 
States  to  designate  a  training  coordin¬ 
ator  to  develop  training  materials,  su¬ 
pervise  training  sessions,  ensure  that 
appropriate  personnel  receive  training, 
and  monitor  compliance  with  the  stan¬ 
dards  for  public  participation  in  train¬ 
ing  sessions.  States  shall  also  desig¬ 
nate  additional  staff  at  either  the 
State  or  local  level  to  provide  training. 

The  House  Report  expressed  an  in¬ 
terest  in  allowing  “•  •  •  community 
groups  and  volunteers  *  *  *  to  partici¬ 
pate  in  training  sessions  so  that  they 
can  more  accurately  perform  pre¬ 
screening  and  assist  in  completing  ap¬ 
plication  forms.”  A  minimum  of  10 
percent  of  the  training  slots  or  10 
training  slots,  whichever  number  is 
smaller,  at  State,  region,  or  city-wide 
sessions  must  be  reserved  for  the 
public. 

The  effectiveness  of  State  and  local 
training  will  be  evaluated  through  the 
performance  reporting  system  and  ap¬ 
propriate  corrective  action  will  be 
taken. 

Outreach 

The  outreach  provisions  of  the  new 
law  require  comprehensive  informa- 
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tional  activities  to  advise  low-income 
households  of  the  benefits  of  program 
participation.  Proposed  regulations  to 
implement  the  outreach  requirements 
will  be  published  in  subsequent  rule- 
making.  However,  there  is  a  critical 
need  during  the  transition  from  the 
current  to  the  new  program  for  the 
dissemination  of  clear  and  accurate  in¬ 
formation. 

The  House  Report  states  “•  •  •  this 
legislation  will  drastically  change  eligi¬ 
bility  requirements  and  procedures. 
Low-income  families  should  be  in¬ 
formed  about  how  the  ‘new’  food 
stamp  program  would  work  and  about 
participant  duties  and  responsibilities 
under  the  new  program.”  The  Depart¬ 
ment  proposes  special  outreach  proce¬ 
dures  for  the  transition  period  to 
avoid  confusion  and  misunderstanding 
during  implementation.  These  proce¬ 
dures  would  be  an  addition  to  existing 
requirements  contained  in  PS  regula¬ 
tions  and  FNS(FS)  Instruction  732- 
6(Rev.  1).  Current  requirements,  as 
well  as  the  special  outreach  proce¬ 
dures,  would  be  in  effect  until  such 
time  as  the  changes  in  outreach  re¬ 
quired  by  the  Act  are  implemented. 

These  special  procedures  direct  the 
States  to  place  emphasis  on  informing 
current  food  stamp  participants  of 
program  changes.  The  special  proce¬ 
dures  also  include  distribution  of 
printed  materials  describing  program 
changes  and  the  installation  of  toll- 
free  hotlines  to  facilitate  the  answer¬ 
ing  of  questions.  The  proposal  requires 
that  written  notices  be  provided  to 
participating  households,  recipients  of 
public  assistance,  and  recipients  of  a 
State-administered  SSI  supplemental 
payments  at  least  once  prior  to  imple¬ 
mentation.  Other  printed  materials 
describing  the  new  program  would  be 
available  in  local  food  stamp  and  wel¬ 
fare  offices  and  may  be  available 
through  local  social  security.  State 
employment  security,  and  unemploy¬ 
ment  compensation  offices.  Printed 
materials  would  be  made  available  to 
the  public  upon  request.  The  Depart¬ 
ment  will  provide  a  basic  publication 
on  program  changes  which  State  agen¬ 
cies  may  supplement. 

At  the  same  time  information  efforts 
are  initiated,  State  agencies  would 
begin  the  operation  of  State  level  toll- 
free  hotlines  which  can  be  used  by 
participants  and  potential  participants 
to  secure  information.  The  proposal 
permits  the  use  of  hotlines  in  local 
areas  where  large  numbers  of  low- 
income  households  reside.  Individuals 
staffing  the  hotlines  must  be  knowl¬ 
edgeable  in  program  rules  and  proce¬ 
dures  and  must  ensure  that  com¬ 
plaints  are  referred  to  the  proper  offi¬ 
cials.  Hotlines  are  to  operate,  at  a 
minimum,  during  normal  business 
hours.  There  must  be  at  least  one  hot¬ 
line  for  caseloads  of  less  than  100,000 
people,  two  hotlines  when  the  case¬ 


load  is  between  100,000  and  500,000, 
three  hotlines  where  the  caseload  is 
between  500,000  and  1,000,000  and 
'  four  hotlines  where  the  caseload  ex¬ 
ceeds  1,000,000.  In  situations  where 
local  hotlines  are  used,  the  above  re¬ 
quirements  for  State  level  hotlines 
could  be  reduced  accordingly,  except 
that  there  must  continue  to  be  at  least 
one  toll-free  hotline  at  the  State 
agency  level.  Hotline  numbers  must  be 
extensively  publicized.  In  addition,  the 
proposal  requires  the  use  of  press  re¬ 
leases  and  radio  spots  to  publicize  pro¬ 
gram  changes  and  permits  the  use  of 
TV  spots. 

These  procedures,  and  particularly 
the  use  of  hotlines,  were  chosen  as  the 
most  expeditious  way  of  disseminating 
information  without  greatly  burden¬ 
ing  local  project  areas. 

Non-Discrimination  Compliance 

Non-discrimination.  The  proposal 
includes  non-discrimination  criteria  re¬ 
quired  by  the  Food  Stamp  Act  and 
Title  6  of  the  Civil  Rights  Act  of  1964 
(42  U.S.C.  2000d).  Most  of  these  re¬ 
quirements  are  now  imposed  by  De¬ 
partmental  regulation  and  FNS  In¬ 
struction.  Reporting  and  monitoring 
requirements  will  be  included  in  a 
later  publication  of  regulations. 

Complaints.  The  complaint  proce¬ 
dure  provides  that  individuals  who  be¬ 
lieve  that  they  have  suffered  discrimi¬ 
natory  treatment  while  applying  for 
or  participating  in  the  program  may 
direct  complaints  to  the  Administra¬ 
tor,  FNS  or  the  Secretary.  State 
agency  personnel  must  also  accept  all 
such  complaints  and  forward  them  to 
the  Administrator  or  the  Secretary. 
This  ensures  a  review  of  each  com¬ 
plaint  at  a  high  level  of  authority  and 
experience  and  will  provide  a  uniform 
and  consistent  review  process.  The  lo¬ 
cation  of  all  files  at  one  site  will  facili¬ 
tate  effective  review  of  civil  rights 
policies  in  relation  to  the  Food  Stamp 
Program.  The  180  day  time  period  for 
filing  a  complaint  is  in  accord  with 
current  Departmental  regulations  (7 
CFR  15.6).  These  are  not  significant 
changes  but  provide  more  specific  di¬ 
rection  to  program  administrators. 

Public  notification.  The  proposed 
requirement  to  publicize  civil  rights 
complaint  procedures  is  a  part  of  an 
overall  effort  to  inform  applicants  and 
recipients  of  program  rights. 

Civil  rights  data.  The  data  standards 
require  numerical  measures  of  racial 
and  ethnic  factors  regarding  potential 
eligibles,  participation  rates,  applica¬ 
tions,  certifications,  denials,  fair  hear¬ 
ings  and  office  staffing.  These  data 
will  provide  program  administrators 
with  a  useful  tool  for  analyzing  the 
impact  of  racial  or  ethnic  factors  and 
for  identifying  possible  civil  rights 
abuses.  While  legitimate  factors  may 
explain  seemingly  disparate  treatment 
of  certain  groups  of  individuals,  ex¬ 


amination  of  exact  data  may  alert  ad¬ 
ministrators  to  situations  needing 
closer  review. 

Certification  of  Eligible 
Households 

HOUSEHOLD  CONCEPT 

Cooking  facilities.  The  common 
cooking  facilities  requirement  imposed 
by  the  Food  Stamp  Act  of  1964  has 
been  omitted  from  the  new  Act.  The 
House  Report  appropriately  noted 
that  there  *'•  •  •  is  no  nutritional  ne¬ 
cessity  to  eat  hot  or  cooked  food.” 

Economic  unit  The  Act  of  1977  does 
not  include  the  provision  in  the  Food 
Stamp  Act  of  1964  that  permitted  per¬ 
sons  sharing  living  quarters,  but  who 
were  separate  economic  units,  to  apply 
for  food  stamps  as  separate  house¬ 
holds.  The  House  Report  notes  that 
what  household  members  do  with  food 
money  is  more  relevant  to  the  house¬ 
hold  concept  than  how  they  handle 
nonfood  costs.  The  primary  concern  of 
the  new  Act  is  with  “food  units” 
rather  than  economic  units.  The  Act 
provides  that  person  living  together 
who  both  purchase  food  and  prepare 
meals  together  constitute  a  food 
stamp  household,  provided  they  are 
not  residents  of  institutions  or  com¬ 
mercial  boarding  houses.  Persons  who 
do  not  perform  these  two  functions  to¬ 
gether,  or  persons  who  purchase  food 
and  prepare  meals  with  others  but  are 
boarders  by  virtue  of  paying  compen¬ 
sation  for  such  meals,  constitute  sepa¬ 
rate  households. 

Household  definition.  A  new  defini¬ 
tion  of  household  was  written  into 
law.  As  is  currently  the  case,  residents 
of  federally  subsidized  housing  for  the 
elderly  and  residents  of  FNS  approved 
drug  or  alcoholic  treatment  centers 
are  the  only  residents  of  institutions 
that  may  participate  in  the  program. 
Other  than  ineligible  residents  of  com¬ 
mercial  boarding  houses  or  institu¬ 
tions,  any  of  the  following  individuals 
or  groups  of  individuals  may  make  up 
a  household:  (1)  An  individual  living 
alone;  (2)  An  individual  living  with 
others,  but  who  customarily  purchases 
food  and  prepares  meals  for  home  con¬ 
sumption  separate  and  apart  from  the 
others;  (3)  An  individual  who  is  a 
boarder,  in  a  noncommercial  boarding 
house,  living  with  others  and  paying 
reasonable  compensation  to  the  others 
for  meals  for  home  consumption;  (4)  A 
group  of  individuals  living  together 
and  customarily  purchasing  food  and 
preparing  meals  together  for  home 
consumption;  or  (5)  A  group  of  individ¬ 
uals  who  are  boarders,  in  a  noncom¬ 
mercial  boarding  house  living  with 
others  as  a  group  and  paying  reason¬ 
able  compensation  to  the  others  for 
meals  for  home  consumption. 

The  Department  proposes  that  State 
agencies  accept  household  statements 
regarding  household  status  and  that 
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home  visits  not  be  required  for  verifi¬ 
cation.  Unless  the  reported  household 
status  is  inconsistent  with  other  infor¬ 
mation  known  to  the  State  agency,  it 
would  seem  that  the  cost  and  effort 
expended  in  verification  would  not  be 
justified  in  most  circumstances.  The 
House  Report  notes  that,  "[ilf  a  group 
of  persons  sharing  living  quarters 
state  that  they  do  purchase  food  and 
prepare  meals  together  and  do  not  pay 
compensation  for  the  meals,  they 
should  be  treated  as  a  household  *  *  * 
without  any  significant  burden  of 
proof  unless  the  State  agency  has 
good  cause  to  believe  that  the  appli¬ 
cants  are  misrepresenting  the  facts.” 
The  report  further  states  that  if  indi¬ 
viduals  state  that  they  do  not  meet 
the  household  criteria,  they  should  be 
treated  as  separate  households. 

Nonhousehold  members.  The  Depart¬ 
ment  proposes  to  oontinue  disregard¬ 
ing  the  following  individuals  as  house¬ 
hold  members  when  determining 
household  size  and  allotment:  Room¬ 
ers,  boarders,  live-in-attendants,  ineli¬ 
gible  aliens,  SSI  recepieD  •  in  "cash¬ 
out”  States,  ineligible  student  tax  de¬ 
pendents,  disqualified  individuals,  and 
individuals  who  share  living  quarters 
with  the  household,  but  who  do  not 
customarily  purchase  food  and  pre¬ 
pare  meals  with  the  household.  The 
proposed  definition  allows  boarders  or 
groups  of  boarders  in  noncommercial 
boarding  situations  to  participate  in 
the  program.  The  Department  pro¬ 
poses  prohibiting  the  assignment  of 
boarder  status  to  spouses,  including 
common-law  spouses,  or  to  minors 
under  18  years  of  age  if  they  are  under 
the  parental  control  of  a  member  of 
the  household.  In  such  instances  it  is 
very  likely  that  the  spouses  and  the 
children  are  integral  members  of  the 
primary  household  as  opposed  to 
being  boarders.  Application  of  these 
specific  provisions  will  provide  a  uni¬ 
form  national  policy. *• 

The  Department  proposes  to  main¬ 
tain  certain  requirements  on  the 
amount  which  must  be  paid  for  meals 
to  qualify  household  members  as 
boarders.  Boarders  will  be  classified  as 
members  of  the  primary  household 
unless  they  contribute  one  of  the  fol¬ 
lowing  monthly  amounts  for  meals: 

(1)  An  amount  which  equals  or  ex¬ 
ceeds  the  amount  of  the  Thrifty  Pood 
Plan  for  the  appropriate  household 
size,  for  example,  under  current 
coupon  allotment  standards  these 
amounts  would  be  $52  for  a  single 
boarder,  or  $96  for  two  boarders. 

(2)  An  amount  which  is  less  than  the 
appropriate  Thrifty  Food  Plan  if  the 

'•Common  law  marriage  standards  do 
vary  from  State  to  State.  Nonetheless,  since 
many  States  define  this  status  and  accord¬ 
ingly  impose  marital  support  obligations, 
the  Department  proposes  to  treat  common 
law  marriages  in  the  same  manner  as  formal 
marriage  relationships. 


♦ 

local  community  has  a  prevailing  rate 
for  board  which  is  less  than  the 
amount  of  the  Thrifty  Food  Plan,  and 
the  boarder  is  paying  an  amount  equal 
to  or  in  excess  of  that  local  rate.  The 
Department  proposes  that  State  stan¬ 
dards  for  board  be  prohibited  because 
local  rates  for  board  may  vary  from 
one  project  area  to  another  or  may 
vary  within  neighborhoods  in  one  pro¬ 
ject  area. 

(3)  An  amount  which  corresponds  to 
the  number  of  meals  the  boarder  eats 
with  the  primary  household.  Thus,  if 
the  boarder  routinely  eats  meals  out¬ 
side  of  the  board  arrangement,  the 
State  agency  must  prorate  the  board 
payment  to  determine  if  that  payment 
is  adequate  to  properly  compensate 
for  the  meals  eaten  under  the  board 
arrangement.  It  is  proposed  that  the 
amount  be  calculated  by  multiplying 
the  number  of  meals  routinely  eaten 
outside  of  the  board  arrangement  by  a 
standard  60  cents  per  meal.  The  pro¬ 
posed  60  cents  per  meal  is  the  approxi¬ 
mate  average  amount  allotted  by  the 
program  for  each  meal. 

Boarding  house.  The  Department 
proposes  defining  boarding  houses  as 
establishments  that  are  recognized  by 
the  community  as  commercial  enter¬ 
prises  which  offer  meals  and  lodging 
for  compensation.  Current  policy  de¬ 
fines  a  boarding  house  as  a  place 
where  three  or  more  individuals  are 
f unished  meals,  or  lodging  and  meals, 
for  compensation.  The  House  Report 
indicated  that  the  strictly  numerical 
approach  to  the  definition  should  be 
abandoned  in  favor  of  considering  the 
commercial  nature  of  the  boarding 
house.  The  report  notes  that  "[tlhe 
Committee  does  not  want  the  Depart¬ 
ment  to  allow  States  to  assume  that 
any  time  three  or  more  persons  con¬ 
tribute  to  a  household's  meal  costs, 
the  household  automatically  becomes 
a  boarding  house  regardless  of  the  re¬ 
lationship  of  the  parties  involved.  If 
the  contribution  to  food  costs  involves 
friends  or  relatives  and  is  not  part  of  a 
commercial  enterprise,  the  home  is 
not  a  boarding  house,  and  those  who 
eat  there  remain  eligible  for  food 
stamps  if  they  satisfy  the  other  eligi¬ 
bility  criteria.”  The  Department  decid¬ 
ed  not  to  use  licensing  to  determine  if 
a  particular  residence  is  in  fact  a 
boarding  house  because  there  is  little 
uniformity  in  licensing  ordinances  and 
because  commercial  boarding  houses 
may  be  functioning  in  some  States 
without  licenses  or  licensing  require¬ 
ments. 

The  Department  proposes  to  elimi¬ 
nate  the  current  restrictions  which 
prevent  the  households  of  boarding 
house  operators  from  participating  in 
the  program  since,  as  the  House 
Report  notes,  the  source  of  a  house¬ 
hold’s  income  should  not  determine  its 
eligibility  for  food  stamps. 

Head  of  household.  The  title  "head 
of  household”  is  currently  assigned  to 


the  person  in  whose  name  application 
is  made  for  the  program.  The  Depart¬ 
ment  proposes  that  the  State  agency 
shall  classify  as  head  of  household 
that  household  member  who  “•  *  * 
was  responsible  for  acquiring  the 
greatest  amount  of  financial  support 
within  the  last  60  days.”  The  change  is 
proposed  in  response  to  the  statutory 
requirement  that  a  household  not  al¬ 
ready  certified  be  ineligible  for  pro¬ 
gram  benefits  for  60  days  after  the 
"head  of  household”  voluntarily  quits 
a  job  without  good  cause.  This  statu¬ 
tory  disqualification  places  new  impor¬ 
tance  on  the  definition  of  household 
head.  The  Congressional  purpose  is  to 
prevent  the  family  bread  winner  from 
voluntarily  quitting  work  and  then  im¬ 
mediately  relying  on  the  program  for 
support.  The  Department’s  proposed 
head  of  household  definition  enforces 
that  purpose. 

Residents  of  institutions.  Residents 
of  federally  subsidized  housing  for  the 
elderly  and  drug  addicts  or  alcoholics 
residing  in  FNS  approved  treatment 
and  rehabilitation  centers  will  contin¬ 
ue  to  be  the  only  individuals  who  may 
qualify  for  program  benefits  while  re¬ 
siding  in  an  institution.  The  Act  spe¬ 
cifically  allows  these  two  exceptions 
and  no  others. 

Authorized  representatives.  The  leg¬ 
islation  requires  "•  •  •  that  any  appli¬ 
cant  household  may  be  represented  in 
the  certification  process  •  •  •  by  a 
person  other  than  a  member  of  the 
household  so  long  as  that  person  has 
been  clearly  designated  *  *  *  and, 
where  the  certification  process  1s  con¬ 
cerned,  the  representative  is  an  adult 
who  is  sufficiently  aware  of  the  rel¬ 
evant  household  circumstances.” 

The  proposed  regulations  would  im¬ 
plement  this  policy,  and  represent 
little  change  from  the  current  ap¬ 
proach.  Authorized  representatives  are 
allowed  to  make  application,  obtain 
coupons  and  purchase  food  on  behalf 
of  the  household  because  of  employ¬ 
ment,  health,  transportation  or  other 
problems. 

Because  of  the  special  needs  of  ad¬ 
dicts  and  alcoholics,  employees  of  ap¬ 
proved  addict/alcoholic  treatment  cen¬ 
ters  shall  act  as  authorized  representa¬ 
tives  for  eligible  resident  members  of 
the  center.  Additionally,  in  an  effort 
to  limit  program  abuse  as  recommend¬ 
ed  by  the  House  Report,  authorized 
retailers  and  employees  of  public  wel¬ 
fare  departments  are  prohibited  under 
this  proposal  from  acting  as  autho¬ 
rized  representatives  unless  they  are 
specifically  allowed  to  do  so  by  the 
local  welfare  director. 

APPLICATION  PROCESSING 

Food  stamp  application  form.  The 
new  law  requires  that  the  Secretary 
design  a  simplified,  uniform  national 
application  form  which  contains,  in 
understandable  terms  and  in  promi- 
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nent  bold  face  lettering,  a  description 
of  the  civil  and  criminal  penalties  for 
violating  provisions  of  the  Act. 

The  Department  has  contracted  out 
the  design  of  this  application  form 
along  with  the  application  worksheet, 
the  participant  reporting  form,  the 
notice  of  eligibility/denial,  the  notice 
of  adverse  action,  the  notice  of  expira¬ 
tion,  the  tax  dependency  form,  and 
the  demand  letters  for  claims  against 
households. 

Since  several  State  agencies  have  re¬ 
quested  that  they  be  involved  in  the 
design  of  the  application  form,  the  De¬ 
partment  plans  to  invite  persons  from 
outside  the  Department  to  assist  in 
evaluating  the  forms  designed  by  the 
contractor.  The  contract  requires  that 
the  forms  be  tested  on  volunteer  food 
stamp  participants  and  volunteer 
workers  in  several  food  stamp  offices. 

Once  the  model  forms  are  designed 
and  tested.  State  agencies  will  be  ex¬ 
pected  to  print  State  forms  using  the 
same  format  and  design,  unless  a  devi¬ 
ation  is  granted  by  the  Department. 
The  Act  specifies  that  a  deviation 
from  the  model  application  form  may 
be  granted  only  where:  (1)  the  State 
agency  plans  to  use  a  combined  public 
assistance/food  stamp  application 
form  for  all  households;  (2)  the  re¬ 
quirements  of  a  computer  system  ne¬ 
cessitate  a  different  format;  or  (3)  the 
deviation  is  required  by  “•  •  •  other 
exigencies  as  determined  by  the  Secre¬ 
tary.”  The  Department  also  proposes 
that  all  other  FNS  model  forms  be 
adopted  on  a  uniform  basis,  with  devi¬ 
ations  granted  only  under  the  same 
conditions  as  would  permit  a  deviation 
on  the  application  form.  The  Act  re¬ 
quires  that  State  agencies  use  bilin¬ 
gual  forms  in  those  areas  in  which  a 
substantial  number  of  low-income 
households  speak  a  language  other 
than  English.  Therefore,  State  agen¬ 
cies  will  be  required  to  provide  bilin¬ 
gual  application  forms  in  certain 
areas. 

Household  cooperation.  The  Act  re¬ 
quires  that  “tnlo  household  shall  be 
eligible  to  participate  *  *  *  if  it  refuses 
to  cooperate  in  providing  information 
•  •  •  necessary  for  making  a  determi¬ 
nation  of  its  eligibility  or  for  complet¬ 
ing  any  subsequent  review  of  its  eligi¬ 
bility.”  The  legislation  emphasizes  the 
importance  of  the  household’s  cooper¬ 
ation  in  the  certification  process  by 
enforcing  the  current  practice  of  deny¬ 
ing  applications  for  refusal  to  cooper¬ 
ate  at  initial  or  subsequent  certifica¬ 
tion,  as  well  as  disqualifying  house¬ 
holds  which  do  not  cooperate  in  subse¬ 
quent  reviews  of  eligibility,  such  as 
quality  control  reviews.  However,  the 
House  Report  makes  clear  that  such 
denials  or  terminations  can  only  be  for 
refusals  to  cooperate,  “•  •  •  not 
merely  a  negligent  omission  to  provide 
information,  but  a  positive  denial  of 
requested  data.”  For  example,  the  ap¬ 


plication  can  be  denied  if  the  house¬ 
hold  refuses  to  be  interviewed,  but  not 
because  the  household  failed  to  keep  a 
scheduled  interview. 

The  proposed  regulations  include  an 
obligation  for  the  State  agency  to 
assist  households  which  are  unable  to 
complete  the  certification  or  review 
process.  As  such,  the  State  agency  is 
directed  to  assist  households  in  over¬ 
coming  an  inability  to  cooperate.  Sug¬ 
gested  aids  include  out-of  office  certi¬ 
fication  procedures,  assistance  in  ob¬ 
taining  needed  verification,  and  use  of 
foreign  language  materials  and  staff. 

Interview.  The  Department  current¬ 
ly  requires,  with  few  exceptions,  that 
all  food  stamp  households,  including 
those  who  submit  applications  by  mail, 
be  personally  interviewed  prior  to  cer¬ 
tification.  The  interview  represents  a 
critical  exchange  between  the  State 
agency  and  the  household  and  serves 
to  satisfy  the  eligibility  worker  and 
the  applicant  household  that  all  nec¬ 
essary  information  has  been  provided. 
The  interview  provides  a  mechanism 
for  the  eligibility  worker  to  under¬ 
stand  the  household’s  circumstances 
and  provides  an  avenue  for  the  house¬ 
hold  to  obtain  a  basic  understanding 
of  the  program.  On  the  basis  of  past 
experience,  the  Department  believes 
that  the  interview  is  critically  impor¬ 
tant  to  the  certification  process  and 
must  be  carefully  monitored  and  regu¬ 
lated.  Proposed  rules  which  impact  on 
the  interview  process  are  discussed 
throughout  the  preamble. 

The  regulations  provide  that  the  in¬ 
terview  “[flacilities  •  •  •  be  of  ade¬ 
quate  size  and  layout  to  preserve  pri¬ 
vacy  and  confidentiality  •  •  and  to 
protect  the  dignity  of  the  applicants. 
It  also  requires  that  “  [households 
shall  be  advised  of  their  rights  and  re¬ 
sponsibilities  during  the  interview.” 
To  protect  the  integrity  of  the  pro¬ 
gram,  the  Department  proposes  that 
the  interview  process  “•  *  •  explore 
and  resolve  •  •  •  unclear  and  incom¬ 
plete  information.”  While  the  face-to- 
face  interview  will  remain  the  primary 
interview  technique,  modifications  to 
the  interview  process  are  proposed 
under  certain  special  circumstances,  as 
required  by  the  Act. 

Upon  household  request,  the  State 
agency  is  required  to  waive  the  office 
interview  if  the  household  is  unable  to 
appoint  an  authorized  representative 
and  has  no  adult  member  able  to  visit 
the  office  because  of  age  (65  or  older) 
or  mental  or  physical  handicap.  In  ad¬ 
dition,  the  State  agency  may  waive  the 
office  interview  for  households  unable 
to  appoint  an  authorized  representa¬ 
tive  and  which  have  no  responsible 
member  able  to  come  to  the  food 
stamp  office  because  of  hardships 
such  as  illness,  lack  of  transportation, 
bad  weather  or  work  hours  that  pre¬ 
clude  in-office  certification. 

Where  an  office  interview  is  waived, 
the  proposal  requires  a  home  visit  or  a 


telephone  interview.  This  rule  should 
increase  program  accessibility  without 
inviting  program  abuse.  To  ensure 
equal  treatment  for  these  households, 
it  is  proposed  that  States  not  be  al¬ 
lowed  to  alter  the  length  of  the  certifi¬ 
cation  period  solely  because  of  waiver 
of  the  office  interview.  Since  verifica¬ 
tion  may  become  even  more  critical 
without  face-to-face  interviews,  waiv¬ 
ers  will  not  exempt  households  from 
verification  requirements,  although 
special  procedures  may  be  developed 
to  facilitate  timely  verification  compli¬ 
ance.  Moreover,  State  agencies  are  re¬ 
quired  to  schedule  all  interviews 
promptly,  to  meet  the  30  day  benefit 
delivery  standard. 

Verification  and  documentation. 
The  Act  provides  that  nonexempt 
gross  income  must  be  verified  along 
with  “•  •  •  such  other  eligibility  fac¬ 
tors  as  the  Secretary  determines  nec¬ 
essary  •  •  •"  Presently,  States  are  re¬ 
quired  to  verify  income  and  other  eli¬ 
gibility  factors  that  are  unclear,  in¬ 
complete  or  inconsistent.  Some  States 
utilize  the  “prudent  worker  concept” 
and  allow  individual  eligibility  workers 
to  decide  what  should  be  verified  and 
how  much  verification  is  needed. 
Others  have  expanded  verification  re¬ 
quirements  on  a  statewide  basis  to 
mandate  uniform  verification  of  eligi¬ 
bility  factors,  in  addition  to  income. 

Under  the  proposed  rules,  all  gross 
nonexempt  Income  shall  be  verified.  If 
all  attempts  by  the  State  agency  and 
the  household  to  verify  income  have 
been  unsuccessful  (such  as  where  an 
employer  refuses  to  provide  a  wage 
statement  to  the  applicant),  the  eligi¬ 
bility  worker  shall  determine  an 
amount  to  be  used  for  certification 
purposes  based  on  the  best  available 
information.  Nonfinancial  and  re¬ 
source  information  will  be  verified 
only  if  inconsistent  with  other  infor¬ 
mation  known  to  the  State  agency  and 
if  the  applicant  is  unable  to  satisfacto¬ 
rily  explain  the  apparent  inconsisten¬ 
cy  or  contradiction.  The  reason  for  ad¬ 
ditional  verification  must  be  noted  in 
the  case  file  to  allow  for  subsequent 
review. 

The  proposals  limit  verification  re¬ 
quirements  concerning  citizenship 
statue  and  certain  deductible  ex¬ 
penses.  Only  utility  or  other  shelter 
cost  components  which  exceed  State 
standards  shall  be  verified.  The  pro¬ 
posals  also  limit  verification  to  ex¬ 
penses  which  would  actually  result  in 
a  deduction.  It  is  unnecessary,  for  ex¬ 
ample,  to  verify  shelter  expense  com¬ 
ponents  in  excess  of  the  $75  maximum 
limit. 

The  Department  proposes  that  as¬ 
serted  alien  status  be  verified  since 
many  aliens  may  not  know  into  which 
technical  Federal  alien  category  they 
have  been  placed.  A  person’s  exact 
alien  classification  is  critical,  under 
the  Act,  to  program  eligibility.  The 
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Department  further  proposes  to  verify 
statements  concerning  citizenship  only 
when  there  is  good  cause  to  believe 
that  the  citizenship  of  a  household 
member  is  being  misrepresented.  The 
proposed  regulations  prohibit  States 
from  routinely  requiring  applicants  to 
produce  verification  of  citizenship. 
While  the  law  mandates  that  illegal 
aliens  not  participate  in  the  program, 
the  House  Report  notes  that  this  spe¬ 
cific  statutory  exclusion  should  not  be 
used  as  an  excuse  to  harass  “•  *  *  ap¬ 
plicants  who  appear  to  be  of  foreign 
extraction,  be  they  urban  residents  or 
seasonal  farmworkers.” 

These  proposed  standards  afford 
States  sufficient  flexibility  to  develop 
appropriate  verification  standards  but 
insure  that  applicants  will  not  be  har¬ 
assed  or  suffer  delays  over  items  with 
little  or  no  bearing  on  eligibility  or 
level  of  benefits.  At  recertification,  it 
is  proposed  that  unchanged  informa¬ 
tion,  as  determined  by  a  participant’s 
statement,  and  previously  verified 
income  and  expenses  which  have 
changed  by  less  than  $25,  not  be  rou¬ 
tinely  verified. 

Documentary  evidence  provided  by 
the  household  will,  in  most  cases,  be 
accepted  by  the  State  agency.  Howev¬ 
er,  acceptance  of  such  documentation 
does  not  preclude  the  State  agency 
from  initiating  an  investigation,  if  the 
State  agency  has  reason  to  believe  the 
evidence  is  fraudulent. 

Normal  processing  standards.  In 
accord  with  the  statute,  the  proposed 
regulations  specifically  prohibit  the 
withholding  of  applications  until  an 
interview  can  be  scheduled.  Applica¬ 
tions  must  be  immediately  provided  to 
all  persons  who  “*  *  *  make  what  may 
reasonably  be  interpreted  as  an  oral  or 
written  request  for  food  stamp  assis¬ 
tance  •  •  V*  However,  the  regulations 
do  not  require  States  to  provide  same 
day  interviewing.  Households  whose 
initial  contact  with  the  office  is  on  the 
telephone  or  by  mail  shall  have  an  ap¬ 
plication  mailed  to  them  the  day  the 
request  for  assistance  is  received.  The 
regulations  stress  that  application 
forms  must  be  accessible  to  potentially 
eligible  households  at  the  certification 
office  and  require  that  forms  be  made 
available  to  outreach  groups.  To 
ensure  households  are  advised  of  this 
rule,  the  same  day  filing  requirement 
and  procedures  shall  be  clearly  indi¬ 
cated  on  the  application  forms  and 
outreach  materials  and  be  posted  in 
certification  offices. 

The  regulations  provide  for  the  30- 
day  benefit  delivery  standard  specified 
in  the  Act.  The  30-day  processing  stan¬ 
dard  begins  with  receipt  of  an  identifi¬ 
able  application.  An  identifiable  appli¬ 
cation  contains  the  applicant’s  name, 
address,  and  the  signature  of  either  a 
responsible  member  of  the  household 
or  the  household’s  authorized  repre¬ 
sentative.  The  application  need  not  be 


complete  to  start  the  30-day  standard. 
For  households  exercising  the  same 
day  filing  rights,  the  30  days  will  begin 
the  day  of  initial  contact  with  the  cer¬ 
tification  office.  For  households  which 
decide  not  to  file  an  application  that 
day  or  which  contact  the  office  by 
mail  or  telephone,  the  30  days  will 
start  when  an  identifiable  application 
is  returned  to  the  office. 

Within  the  30  days  following  the 
filing  of  an  application,  the  household 
must  complete  the  application,  be  in¬ 
terviewed,  have  certain  information 
verified,  be  notified  of  eligibility  or  in¬ 
eligibility,  and,  if  eligible,  be  provided 
an  opportunity  to  participate.  Provid¬ 
ing  an  opportunity  to  participate  is 
not  merely  the  mailing  of  an  ATP 
card.  Eligible  households  must  be  al¬ 
lowed  at  least  two  days  to  receive 
mailed  ATP  cards  so  as  to  be  able  to 
exchange  them  at  an  issuance  office 
within  the  30  days.  The  regulations 
stress  that  30  days  is  a  maximum  stan¬ 
dard  and  that  all  applications  should 
be  processed  as  quickly  as  possible. 

Expedited  service.  The  Act  requires 
that  households  with  no  income,  after 
appropriate  exclusions  and  deductions, 
be  provided  expedited  certification 
and  issuance  services.  The  House 
Report  also  suggests  use  of  expedited 
service  for  households  whose  ATP 
cards  or  coupons  are  lost  or  stolen. 

The  proposed  regulations  identify 
two  different  types  of  "no  income”  sit¬ 
uations— (1)  households  with  zero  net 
income  for  the  month,  and  (2)  house¬ 
holds  that  are  destitute  of  income  at 
the  time  the  application  is  filed,  but 
expect  to  receive  or  have  received 
income  at  some  other  time  during  the 
month.  Expedited  service  must  be  pro¬ 
vided  to  both  types  of  households. 

Households  that  are  destitute  of 
income  at  the  time  the  application  is 
filed  are  those  households  who  cur¬ 
rently  have  no  income  although  they 
may  start  receiving  some  new  income 
later  in  the  month,  and  those  house¬ 
holds  who  lost  their  sole  income 
source  earlier  in  the  month  and  now 
are  without  income. 

To  be  considered  destitute  of  income 
at  the  time  the  application  is  filed,  the 
household’s  only  income  during  the 
month  of  application  must  be  "nonre¬ 
curring"  20  and  must  not  be  received  in 
the  same  quarter  of  the  month  the  ap¬ 
plication  is  filed.  For  households  that 
have  lost  a  source  of  income,  income 
will  be  considered  nonrecurring  if  it 
will  not  be  received  again  from  the 
same  source  during  the  balance  of  the 
month  of  application  and  the  follow¬ 
ing  month.  For  households  that  cur¬ 
rently  have  no  income  but  anticipate  a 


“The  distinction  between  recurring  and 
nonrecurring  income  is  made  because  recur¬ 
ring  income  typically  represents  the  income 
which  the  household  should  be  required  to 
budget. 


new  source  of  income  later  in  the 
month,  the  income  will  be  considered 
nonrecurring  if  income,  from  that 
same  source,  has  not  been  received 
within  30  days  prior  to  the  date  the 
application  was  filed.  To  determine 
whether  the  nonrecurring  income  is 
received  in  the  same  quarter  of  the 
month  the  application  is  filed,  the 
month  will  be  divided  into  four  quar¬ 
ters  (1-7,  8-15,  16-22,  23-end  of 
month).  For  households  that  antici¬ 
pate  but  have  not  yet  received  a  new 
source  of  income,  the  Department  is 
proposing  that  these  households  be 
entitled  to  a  special  calculation  of 
their  income  in  addition  to  being  enti¬ 
tled  to  expedited  service.  These  special 
procedures  are  explained  in  more 
detail  under  the  section  entitled  “De¬ 
termining  Household  Eligibility  and 
Benefit  Levels.” 

For  those  households  which  are  eli¬ 
gible  for  expedited  service  and  which 
are  in  especially  dire  straits  because 
they  (1)  have  insufficient  food  to 
enable  them  to  wait  even  two  working 
days  and  (2)  have  liquid  resources  less 
than  the  value  of  the  Thrifty  Food 
Plan  for  a  one-person  household,  an 
opportunity  to  participate  must  be 
provided  the  same  day  the  application 
is  filed.  (This  same-day  service  does 
not  apply  to  residents  of  drug  addict 
or  alcoholic  treatment  centers.)  Gen¬ 
erally,  households  entitled  to  same 
day  service  should  have  an  opportuni¬ 
ty  to  obtain  the  full  monthly  allot¬ 
ment.  However,  if  an  issuance  facility 
is  not  immediately  available  or  open, 
the  food  stamp  office  shall  provide  the 
household  with  at  least  one-fourth  of 
its  entitlement  on  the  same  day  the 
application  is  filed  and  shall  provide 
the  remainder  within  five  working 
days.  The  use  of  limited  issuance  will 
preclude  food  stamp  offices  from 
having  to  maintain  a  large  supply  of 
coupons  in  their  office. 

Same  day  service  for  all  zero  income 
households  was  rejected  because  the 
increased  risks  to  ATP  and  coupon  se¬ 
curity  did  not  warrant  the  marginal 
increase  in  service,  except  for  the  few 
households  whose  immediate  need  dic¬ 
tates  a  same  day  response. 

In  accord  with  the  House  Report 
and  to  prevent  abuse  of  this  provision 
a  collateral  contact  or  other  verifica¬ 
tion  of  the  household’s  identity  and 
residence  is  mandated.  The  State 
agency  is  responsible  for  promptly 
acting  on  the  collateral  contacts  pro¬ 
vided  by  the  household.  Households 
certified  under  expedited  procedures 
shall  be  certified  for  the  month  of  ap¬ 
plication  only.  However,  if  the  house¬ 
hold  provides  the  verification  which 
was  postponed  within  30  days  of  the 
date  the  application  was  filed,  the 
State  agency  shall  extend  the  certifi¬ 
cation  period  as  appropriate.  In  this 
way,  households  would  not  be  required 
to  submit  a  new  application.  Eligibility 
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for  future  coupons  based  on  that  ap¬ 
plication  will  be  determined  by  normal 
processing  standards,  including 
normal  verification  requirements. 
Successive  certification  under  expedit¬ 
ed  standards  is  permitted,  provided 
that  verification  postponed  by  the  ini¬ 
tial  expedited  service  has  been  pro¬ 
vided  before  the  next  expedited  issu¬ 
ance.  Households  denied  expedited 
service  shall  be  eligible  for  an  expedit¬ 
ed  fair  hearing  under  §  273.15,  upon  re¬ 
quest. 

The  Department  proposes  emergen¬ 
cy  replacements  for  coupons  which 
have  been  lost  or  stolen  after  the 
household  has  received  its  coupons.  To 
guard  against  possible  program  abuse, 
the  household  must  report  the  loss  or 
theft  to  the  police  and  provide  the 
State  agency  with  a  copy  of  the  offi¬ 
cial  report  or  shall  provide  other  infor¬ 
mation  showing  that  the  loss  was  re¬ 
ported  to  the  police.  To  reduce  the  po¬ 
tential  for  abuse,  replacements  will  be 
allowed  only  once  in  each  three  month 
period.  If  adopted,  the  effectiveness 
and  usefulness  of  this  three  month 
limit  will  be  monitored.  Replacement 
of  lost  or  stolen  ATP  cards  is  ad¬ 
dressed  in  part  274  of  the  proposed 
regulations. 

Delays  in  processing.  The  Depart¬ 
ment  proposes  that  applications  be 
denied  at  the  end  of  30  days  if  a  certi¬ 
fication  determination  cannot  be 
reached  solely  because  the  household 
failed  to  take  a  required  action  after  a 
reasonable  period  of  time.  If  verifica¬ 
tion  is  lacking,  the  State  agency  shall 
deny  the  application  only  if  the  house¬ 
hold  has  had  at  least  10  days  from  the 
date  of  the  State  agency’s  last  request 
for  verification  and  the  State  agency 
has  met  all  of  its  responsibilities  to 
help  the  household  obtain  the  verifi¬ 
cation.  The  denial  notice  must  advise 
the  household  exactly  what  informa¬ 
tion  is  needed  to  complete  the  applica¬ 
tion,  and  that  the  State  agency  will 
reopen  the  case  without  requiring  a 
new  application  if  the  household  pro¬ 
vides  the  requested  information  within 
the  additionsl  30  days.  Households 
that  take  the  necessary  action  within 
the  additional  30-day  period  and  are 
found  to  be  eligible  will  be  provided  an 
opportunity  to  obtain  benefits  retroac¬ 
tive  to  the  month  of  application. 

This  procedure  allows  State  agencies 
to  close  the  casefile  in  situations 
where  it  appears  the  household  has 
abandoned  its  application  and  requires 
that  households  initiate  action  to 
reopen  its  case.  This  procedure  pro¬ 
tects  the  household  in  that  it  avoids 
jeopardizing  a  household's  entitlement 
to  benefits,  retroactive  to  the  month 
of  application,  if  the  household  takes 
the  required  action  within  the  addi¬ 
tional  30  days.  The  household  is  not 
required  to  file  a  new  application. 

If,  however,  the  certification  process 
is  not  completed  due  to  failure  or  inac¬ 


tion  on  the  part  of  the  State  agency, 
the  State  agency  must  take  whatever 
additional  processing  time  is  required 
to  make  an  eligibility  determination. 
If  a  determination  of  eligibility  is 
reached  and  an  opportunity  to  partici¬ 
pate  is  provided  to  the  household 
within  60  days  of  the  date  of  applica¬ 
tion,  the  household  will  receive  a 
lump-sum  payment  of  coupons  beck  to 
the  original  month  of  application. 
Should  the  certification  be  completed 
beyond  60  days  from  the  date  of  appli¬ 
cation,  the  household  will  receive  its 
current  month’s  entitlement  and  ret¬ 
roactive  benefits  back  to  the  month  of 
application,  as  provided  in  §  273.17. 
State  agencies  are  out  of  compliance  if 
they  do  not  fulfill  all  of  their  responsi¬ 
bilities  and,  as  a  result,  exceed  the  30- 
day  processing  standard. 

Requiring  that  States  hold  applica¬ 
tions  pending,  when  the  State  is  at 
fault,  eliminates  unnecessary  reappli¬ 
cations  by  the  household  and  main¬ 
tains  the  household’s  entitlement  to 
benefits  retroactive  to  the  period  of 
application. 

If  deductions  are  questionable  and 
not  verified,  the  household  will  not  be 
denied  or  held  pending  if  otherwise 
eligible.  The  application  should  be 
processed  without  allowing  the  unveri¬ 
fied  expense.  Only  if  such  expense  is 
the  difference  between  eligibility  and 
ineligibility  should  the  application  be 
pended.  If  the  household  can  demon¬ 
strate  that  the  State  agency  contribut¬ 
ed  to  its  inability  to  properly  verify 
such  expenses  (such  as  scheduling  the 
interview  or  asking  for  verification  too 
late  in  the  process  for  the  household 
to  timely  comply),  and  the  household 
subsequently  provides  the  necessary 
verification  within  60  days  of  the  ini¬ 
tial  date  of  application,  the  household 
will  be  entitled  to  any  benefits  lost  as 
a  result  of  the  disallowance  of  the  ex¬ 
pense. 

RESIDENCY 

The  proposed  regulations  continue 
to  prohibit  any  durational  residency 
requirement  and  yet  require  that  an 
individual  live  in  a  project  area  to  re¬ 
ceive  food  stamp  benefits.  The  pro¬ 
posed  regulations  emphasize  that  a 
fixed  residence  is  not  required.  Phys¬ 
ical  presence  within  a  project  area 
coupled  with  the  intention  to  reside 
there  at  least  temporarily  is  sufficient, 
except  that  persons  in  a  project  area 
solely  for  vacation  purposes  are  not  to 
be  considered  residents  for  food  stamp 
elgibility.  Thus,  presence  at  a  migrant 
camp  site  would  meet  the  residency  re¬ 
quirement. 

CITIZENSHIP  AND  ALIEN  STATUS 

Citizenship.  The  Act  establishes  five 
categories  of  aliens  eligible  for  pro¬ 
gram  benefits.  Among  those  omitted 
from  the  list  are  aliens  not  lawfully 
present,  alien  visitors,  tourists,  diplo¬ 


mats,  temporary  laborers,  and  train¬ 
ees. 

The  proposed  regulations  require 
verification  when  the  applicant  de¬ 
clares  that  a  member  of  the  household 
is  an  alien.  The  Immigration  and  Nat¬ 
uralisation  Sendee  (INS)  has  assured 
the  Department  that  eligible  aliens 
should  have  no  difficulty  in  providing 
proper  identification  for  verification 
purposes.  Actual  documentation  is 
necessary  when  the  applicant  declares 
a  household  member  to  be  an  alien 
since  many  aliens  might  not  know  into 
which  technical  alien  category  they 
fall  under  Federal  law. 

Income  and  resources.  In  accord 
with  the  House  Report,  the  proposed 
regulations  disregard  the  income  and 
resources  of  an  ineligible  alien  when 
determining  eligibility  for  the  other 
household  members.  Likewise,  the  in¬ 
dividual  is  not  counted  in  determining 
the  applicable  eligibility  limits  or  level 
of  benefits  for  the  household.  Consid¬ 
eration  of  those  resources  and  income 
could  result  in  the  reduction  of  food 
stamp  benefits  for  the  remainder  of 
the  household  because  of  the  techni¬ 
cal  alien  status  of  the  ineligible 
member,  even  though  the  reaminder 
of  the  household  is  already  receiving 
reduced  benefits  since  the  ineligible 
member  is  not  counted  in  determining 
the  vaule  of  the  allotment. 

TAX  DEPENDENCY 

The  Act  of  1977  has  made  the  cur¬ 
rent  tax  dependency  critieria  as 
amended,  more  stringent  by  declaring 
that  a  student  18  years  of  age  or  older 
is  ineligible  if  the  student  is  properly 
or  could  be  properly  claimed  as  a  de¬ 
pendent  by  a  taxpayer  in  an  ineligible 
household,  whether  or  not  the  taxpay¬ 
er  intends  to  claim  the  student  as  a  de¬ 
pendent. 

The  House  Report  notes  that,  “*  •  • 
what  matters  is  the  actual  fact  of  con¬ 
siderable  support  of  the  person  apply¬ 
ing  for  food  stamps  and  not  how  that 
support  is  handled  for  income  tax  pur¬ 
poses  by  a  person  not  seeking  eligibil¬ 
ity.”  The  report  explains  that  the 
“•  •  •  complexity  of  the  tax  dependen¬ 
cy  critieria  was  singled  out  as  a  major 
concern  of  state  and  local  administra¬ 
tors  •  •  In  addition  “•  •  •  commu¬ 
nity  groups  cited  •  *  *  certification 
delays  caused  by  the  tax  dependency 
criteria  as  a  significant  problem  for 
student  applicants.”  To  avoid  these 
delays  and  complications,  the  Depart¬ 
ment  proposes  that  information  pro¬ 
vided  by  the  student  can  be  sufficient 
for  a  determination  of  tax  dependen¬ 
cy.  Verification  of  tax  dependency 
status  is  required  if  information  pro¬ 
vided  on  the  application  is  inconsis¬ 
tent,  contradictory  or  other  document¬ 
ed  evidence  indicates  likely  tax  depen¬ 
dency  stauts.  A  review  of  the  student’s 
source  of  income  for  educational  and 
living  expenses  will  assist  in  determin- 
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ing  if  the  information  provided  is  in¬ 
consistent  or  indicates  likely  tax  de¬ 
pendency. 

Only  when  an  application  indicates 
that  the  student  is  a  tax  dependent,  or 
other  information  would  indicate  that 
the  student  could  be  claimed  as  a  tax 
dependent,  “  would  the  student  be 
asked  to  supply  the  taxpayer’s  house¬ 
hold  size  and  gross  income.  If  the  stu¬ 
dent  does  not  know  the  tax  dependent 
status  or  is  unable  to  provide  the  tax¬ 
payer’s  household  size  and  gross 
income,  a  simplified  verification  form 
will  be  used  in  corresponding  with  the 
taxpayer  household.  The  verification 
form  will  require  the  taxpayer  to  state 
whether  the  student  is  claimed  or 
could  be  claimed  as  a  tax  dependent. 
If  the  student  is  or  could  be  claimed  as 
a  dependent,  the  taxpayer  will  be  re¬ 
quired  to  provide  basic  information 
that  will  facilitate  a  determination  of 
the  taxpayer  household’s  potential  eli¬ 
gibility  for  food  stamps  based  on  gross 
income.  This  gross  income  analysis 
should  expedite  certification  and 
reduce  the  detail  required  of  the  eligi¬ 
bility  worker  as  well  as  the  taxpayer. 

Income  and  resources.  In  situations 
where  additional  verification  is  re¬ 
quired,  remaining  household  members 
may  be  certified  while  awaiting  the 
student  member’s  verification.  In  such 
instances,  the  income  and  resources  of 
the  student  are  not  considered  in  de¬ 
termining  eligibility  or  coupon  allot¬ 
ment  levels.  This  eliminates  the  possi¬ 
bility  of  penalizing  the  remaining 
household  members  because  of  tax  de¬ 
pendency  complications. 

This  procedure  strikes  a  fair  balance 
between  the  need  to  enforce  the  statu¬ 
tory  tax  dependency  restrictions  and 
the  student’s  interest  in  a  timely  de¬ 
termination  of  eligibility  while  taking 
into  consideration  the  food  needs  of 
the  rest  of  the  student’s  household. 

Taxpayer  failure  to  supply  request¬ 
ed  verification  may  result  in  a  denial 
of  program  benefits  to  the  student. 
However,  students  will  be  allowed  to 
present  other  evidence  to  support 
their  program  eligibility  despite  tax¬ 
payer  failure  to  cooperate. 

*'The  Act  of  1977  focuses  on  whether  the 
student  is  a  "•  •  •  dependent  child  for  Fed¬ 
eral  income  tax  purposes  •  •  Normally,  a 
child  is  a  dependent  of  the  taxpayer’s 
household  if  that  household  supplies  over 
half  of  the  child’s  support.  That  support  in¬ 
cludes  cash  payments,  a  place  to  live, 
clothes,  medical  and  dental  care,  and  the 
cost  of  education.  IRS  does  not  count  schol¬ 
arships  in  determining  the  total  amount  of 
support  provided  to  the  student. 

Federal  income  tax  law  also  may  define  a 
child  as  a  dependent  when  less  than  half  of 
the  support  is  provided  by  the  taxpayer's 
household.  These  situations  involve  stu¬ 
dents  receiving  support  under  multiple  sup¬ 
port  agreements  or  under  separation  or  di¬ 
vorce  arrangements.  These  circumstances 
will  be  resolved  by  use  of  the  special  verifi¬ 
cation  form  when  appropriate. 


WORK  REGISTRATION 

Congress  retained  the  requirement 
that  able-bodied  household  members 
must  register  for  and  accept  suitable 
employment  as  a  condition  of  eligibil¬ 
ity.  Hence,  with  only  very  specific  ex¬ 
ceptions,  all  household  members  be¬ 
tween  the  ages  of  18  and  60  must  reg¬ 
ister  for  work  at  the  time  of  applica¬ 
tion  and  every  six  months  thereafter. 
The  House  Report  explains  that  the 
provision  was  designed  to  strenthen 
the  work  requirement  through  some 
modifications  but  to  retain  its  current 
structure.  The  report  notes  that,  to 
the  extent  that  the  Employment  Ser¬ 
vice  is  involved,  joint  regulations  be¬ 
tween  USDA  and  the  Department  of 
Labor  (DOL)  should  be  established 
concerning  the  manner  in  which  work 
registration  requirements  shall  be  ad¬ 
ministered.  However,  transferring  the 
point  of  actual  registration  to  ES  Of¬ 
fices  was  prohibited.  Those  parts  of 
the  legislation  that  require  joint  rule- 
making  with  DOL  will  be  covered  in 
subsequent  rulemaking. 

In  most  cases,  the  work  registration 
provisions  contained  in  these  regula¬ 
tions  are  required  by  the  Act  or  spe¬ 
cifically  addressed  in  the  legislative 
history. 

Exemptions  from  work  registration. 
Several  changes  were  made  in  defining 
those  required  to  register  for  work  and 
those  exempt.  Congress  lowered  the 
maximum  work  registration  age  from 
65  to  60,  exempted  persons  registered 
for  work  under  the  AFDC-WIN  pro¬ 
gram  or  the  unemployment  insurance 
(or  unemployment  compensation)  pro¬ 
grams;  provided  an  exemption  to  the 
caretaker  of  a  child  as  long  as  another 
member  in  the  household  is  work-reg¬ 
istered,  and  exempted  those  working 
at  least  30  hours  per  week  or  working 
less  than  30  hours  but  earning  an 
amount  equivalent  to  30  hours  times 
the  Federal  minimum  wage.  In  addi¬ 
tion,  the  law  allows  an  exemption  to 
those  who  care  for  dependent  children 
under  the  age  of  12  (previously  under 
18),  requires  students  18  or  over  to 
register  for  full-time  work  during  any 
school  recess  of  more  than  30  days  and 
further  requires  college  students  to 
register  for  20  hours  of  work  per  week 
or  to  earn  an  amount  equivalent  to  20 
hours  times  the  Federal  minimum 
wage  during  the  school  year.  College 
students  who  are  participating  in  Fed¬ 
erally  financed  work  study  programs 
and  certain  students  who  are  heads  of 
households  or  are  otherwise  exempt 
from  work  registration  would  not  have 
to  register  for  20  hours  work  per  week. 

Providing  exemptions  to  unemploy¬ 
ment  compensation  insurance  (UI)  re¬ 
cipients  and  persons  in  households, 
where  one  member  is  a  already  work- 
registered,  and  decreasing  the  maxi¬ 
mum  work  registration  age  from  65  to 
60  avoids  duplicative  work  registration 
efforts  unlikely  to  lead  to  any  in¬ 


creased  employment.  Lowering  the  age 
of  the  dependent  child  from  18  to  12 
means  fewer  people  will  be  able  to 
claim  an  exemption  from  work  regis¬ 
tration  to  care  for  a  dependent  child. 
College  students  who  were  previously 
totally  exempt  must  now  fulfill  work 
registration  requirements. 

With  regard  to  students,  Congress 
passed  two  requirements.  First,  a  stu¬ 
dent  18  years  of  age  or  older  and  en¬ 
rolled  at  least  half-time  at  the  high 
school  or  college  level  must  register 
for  and  accept  full  time  employment 
whenever  any  recess  or  vacation  ex¬ 
ceeds  thrity  days.  The  second  require¬ 
ment  applies  only  to  students  enrolled 
in  institutions  of  higher  learning. 
During  the  regular  school  year,  stu¬ 
dents  enrolled  at  least  half-time  must 
register  for  20  hours  work  per  week. 
Exceptions  to  this  requirement  apply 
to  students  already  working  20  hours 
or  working  less  than  20  hours  if  they 
are  earning  an  equivalent  of  20  hours 
times  the  Federal  minimum  wage.  Ad¬ 
ditionally,  students  participating  in  a 
federally  financed  work-study  pro¬ 
gram,  or  students  who  are  heads  of 
households  containing  one  or  more 
other  persons  to  whom  the  student 
supplies  more  than  half  of  the  individ¬ 
uals’  support,  or  students  already 
exempt  for  'another  reason,  such  as 
being  a  WIN  registrant,  are  also 
exempt. 

Additionally,  the  Department  has 
reviewed  the  work  exempt  status  of 
Volunteers  in  Service  to  America 
(VISTA)  program  participants.  Since 
VISTAs  receive  compensation  for  the 
service  provided,  and  are  considered  to 
be  employed,  no  change  in  VISTA 
work  registration  status  is  proposed. 

Voluntary  quit  Congress  added  a 
provision  to  disqualify  for  sixty  days  a 
household  where  the  household  head 
quits  a  job  without  good  cause,  unless 
the  household  was  on  the  Food  Stamp 
Program  at  the  time  of  the  quit.  This 
provision  will  be  discussed  in  subse¬ 
quent  rulemaking. 

Job  search.  Implementation  of  this 
provision  will  be  accomplished  in  sub¬ 
sequent  rulemaking. 

Failure  to  comply.  The  Department 
proposes  that  the  penalty  for  failure 
to  comply  with  the  work  registration 
requirements  without  good  cause  be 
set  at  sixty  days,  or  until  the  house¬ 
hold  has  come  back  into  compliance 
with  those  work  registration  require¬ 
ments.  This  proposal  is  consistent  with 
the  House  Report  and  with  the  60-day 
disqualification  specified  in  the  Act 
for  voluntarily  quitting  a  job. 

Additionally,  the  Act  distinguishes 
between  all  students  over  18  who  fail 
to  comply  during  a  30-day  recess  and 
college  students  who  fail  to  meet  the 
20  hours  work  requirement  during  the 
school  year.  In  the  former  case,  as  pro¬ 
vided  by  the  Act,  failure  to  comply  re¬ 
sults  in  disqualification  of  the  entire 
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household;  in  the  latter,  disqualifica¬ 
tion  pertains  to  the  individual  student. 

Good  cause.  The  House  Report  indi¬ 
cates  that  the  current  regulations  on 
good  cause  be  retained  except  that  the 
proposed  regulations  allow  a  house¬ 
hold  member  to  reestablish  eligibility 
for  refusal  to  accept  a  bonafide  offer 
of  employment  by  accepting  employ¬ 
ment  of  less  than  30  hours  if  the 
weekly  earnings  are  equivalent  to  30 
hours  times  the  Federal  minimum 
hourly  wage.  The  household  can  also 
reestablish  eligibility  by  accepting 
other  employment  of  less  than  30 
hours  a  week,  as  long  as  the  earnings 
are  equivalent  to  the  job  refused.  This 
recommendation  seems  appropriate  so 
as  not  to  punish  household  members 
that  obtain  employment  at  the  mini¬ 
mum  wage,  or  higher,  even  though 
they  refuse  a  job  referred  by  the  Em¬ 
ployment  Service. 

Suitable  employment  For  a  job  offer 
to  be  considered  suitable,  the  Act  re¬ 
quires  that  the  wage  offered  be  at 
least  the  applicable  Federal  or  State 
minimum  wage,  or  if  neither  applies, 
80  percent  of  the  Federal  minimum 
wage.  Previously,  a  job  paying  as  low 
as  $1.30  could  have  been  considered 
suitable  work.  Suitable  work  does  not 
include  any  employment  which  inter¬ 
feres  with  “religious  observances,  con¬ 
victions  or  beliefs.”  The  House  Report 
emphasizes  that  the  "•  •  •  Depart¬ 
ment  should  administer  the  work  reg¬ 
istration  requirement  in  such  a  fash¬ 
ion  so  as  to  avoid  infringing  upon  any 
individuals  religious  convictions  and 
beliefs.”  For  college  students,  work 
which  disrupts  class  hours  or  that  re¬ 
quires  over  20  hours  work  per  week 
may  be  considered  unsuitable.  Inter¬ 
ference  with  class  room  attendance  or 
the  reduction  in  available  study  time 
beyond  20  hours  may  seriously  impede 
the  person’s  ability  to  obtain  an  educa¬ 
tion. 

The  House  Report  noted  that  Java- 
millo  v.  Santa  Clara  County **  “•  •  • 
held  invalid  the  Department’s  regula¬ 
tion  and  instruction  limiting  the  term 
‘strike’  to  mean  only  strikes  which 
have  not  been  determined  to  be  unlaw¬ 
ful  by  a  court  decision  (injunction  or 
other  order)  currently  in  force  *  •  *. 
The  court  noted  that  Congress  in  the 
Act  of  1964  had  not  itself  made  any 
distinction  between  lawful  and  unlaw¬ 
ful  strikers,  but  instead  had  expressly, 
unqualifiedly,  and  mandatorily  pro¬ 
vided  that  households  with  a  striking 
member  not  be  denied  participation  on 
that  ground  alone.  Accordingly,  the 
court  found  that  the  Department  had 
exceeded  its  authority  in  adopting 
such  a  rule.” 

The  House  Report  observes  that  the 
House  Committee  failed  to  make  “any 
distinction  between  lawful  and  unlaw- 


"United  States  District  Court,  N.D.  Calif., 
April  19.  1976  (No.  75-1445  WTS). 


ful  strikers”  in  the  Act  of  1977.  In  fact, 
the  1977  statutory  language  is  basical¬ 
ly  identical  to  that  1964  statutory  lan¬ 
guage  which  was  determined,  by  Jam- 
millo  not  to  allow  for  the  disqualifica¬ 
tion  of  “unlawful”  strikers.  In  consid¬ 
eration  of  these  developments,  the  De¬ 
partment  decided  to  carefully  reexa¬ 
mine  its  regulatory  position  on  strik¬ 
ers  regarding  the  Act  of  1977. 

Under  the  current  regulations,  the 
Department  has  experienced  difficulty 
in  defining  and  fairly  applying  the 
phrase  “unlawful  strike.”  Court  orders 
about  a  particular  labor  dispute  often 
concern  only  a  particular  union.  Sym¬ 
pathy  strikers,  not  under  court  order, 
can  be  eligible  while  original  strikers 
are  declared  ineligible.  Com  .a  have 
not  been  consistent  in  determining 
whether  a  given  strike  was  “unlawful.” 
Moreover,  similarly  situated  strikers  in 
adjacent  States  could  be  subject  to 
variously  worded  injunctions  issued  by 
different  courts.  The  same  court  could 
issue  several  decrees,  one  after  the 
other,  regarding  the  same  dispute. 
Thus,  persons  working  in  the  same  in¬ 
dustry  a  few  miles  from  each  other 
could  be  subject  to  different  and 
changing  court  decrees.  Each  of  these 
injunctions  would  have  to  be  carefully 
reviewed  to  determine  food  stamp  eli¬ 
gibility. 

To  avoid  the  inequities  and  uncer¬ 
tainties  caused  by  the  current  policy, 
the  Department  recommends  a  much 
more  precise  and  uniform  striker  dis¬ 
qualification  provision. 

The  Department  proposes  that 
"suitable  employment”  include  em¬ 
ployment  at  a  site  or  plant  subject  to  a 
strike  which  has  been  enjoined  pursu¬ 
ant  to  court  order  issued  under  section 
208  of  the  Labor-Management  Rela¬ 
tions  Act  (29  U.S.C.  178),  commonly 
known  as  the  Taft-Hartley  Act.  To 
enjoin  a  strike  under  the  Taft-Hartley 
Act  the  appropriate  Federal  court 
must  determine,  upon  petition  of  the 
President  of  the  United  States 
through  the  Attorney  General,  that  a 
“•  •  •  threatened  or  actual  strike  af¬ 
fecting  an  entire  industry  or  a  sub¬ 
stantial  part  thereof  •  •  •”  will  "•  •  • 
imperil  the  national  health  or  safety 
•  •  V  (29  U.S.C  178).  The  U.S.  Su¬ 
preme  Court  has  explained  that  the 
Taft-Hartley  Act  recognizes  "•  •  •  cer¬ 
tain  rights  in  the  public  to  have  unim¬ 
peded  for  a  time  production  in  indus¬ 
tries  vital  to  the  national  health  or 
safety.”  United  Steel  Workers  of  Amer¬ 
ica  v.  U.S.,  361  U.S.  37  (1962). 

The  Department  proposes,  in  those 
critical  and  unusual  situations,  that 
the  entire  household  of  the  work  reg¬ 
istrant  who  refuses  an  offer  of  em¬ 
ployment  at  the  struck  plant  shall  be 
disqualified.  Even  a  limited  issuance  to 
the  household  could  undermine  the 
intent  of  the  Taft-Hartley  Act,  at  a 
time  of  national  crises  and  could  pro¬ 


long  the  strike  enjoined  by  court 
order.  ** 

Registrants  for  other  programs. 
Public  assistance  households  residing 
in  project  areas  with  no  available  WIN 
program  must  register  for  work  as  any 
other  food  stamp  household.  However. 
State  agencies  may  be  granted  an  ex¬ 
ception  to  this  requirement  for  public 
and  general  assistance  households  if 
they  have  work  registration  proce¬ 
dures  at  least  as  strict  as  those  for  reg¬ 
ular  food  stamp  work  registrants. 
Sanctions  against  household  members 
which  fail  to  comply  must  be  equiv¬ 
alent  to  those  in  the  Act.  These  proce¬ 
dures  would  avoid  “double”  registra¬ 
tion  for  work  by  these  households 
while  assuring  that  equal  or  more 
stringent  work  requirements  are  being 
applied. 

RESOURCES 

Uniform  standards.  The  Food  Stamp 
Act  of  1977  establishes  uniform  house¬ 
hold  resource  limits  which  must  be  ap¬ 
plied  to  all  households,  including 
those  in  which  all  members  receive 
public  assistance  and/or  supplemental 
security  income. 

Maximum  allowable  resources.  The 
Act  raises  the  maximum  resource  limit 
from  $1,500  to  $1,750  for  all  house¬ 
holds  except  those  consisting  of  two  or 
more  persons  when  at  least  one  person 
is  60  years  of  age  or  older.  The  statu¬ 
tory  resource  limit  for  these  elderly 
households  will  remain  at  $3,000. 

Definition  of  resources.  The  Act  re¬ 
quires  that  the  Department,  in  estab¬ 
lishing  inclusions  and  exclusions  from 
resources,  shall  “•  •  •  follow  the  regu¬ 
lations  in  force  as  of  June  1,  1977,  and 
shall,  in  addition  •  •  •”,  include  as  re¬ 
sources  certain  specified  types  of  vehi¬ 
cles  and  mobile  or  vacation  homes. 
Those  June  1  regulatory  exclusions  in¬ 
clude,  among  other  resource  exclu¬ 
sions:  (1)  income  producing  property 
which  is  producing  income  consistent 
with  its  fair  market  value;  (2)  property 
deemed  essential  to  the  employment 
of  a  household  member;  (3)  the  fair 
market  value,  less  encumbrances,  of 
one  licensed  vehicle;  (4)  household 
goods  and  personal  effects;  and  (5)  re¬ 
sources  whose  cash  value  is  not  acces¬ 
sible  to  the  household. 

A  major  concern  of  Congress  was  the 
treatment  of  the  value  of  automobiles 
and  other  licensed  vehicles  in  deter¬ 
mining  a  household’s  eligibility.  The 
Act  and  the  House  Report  provide  a 


"The  legislative  history  of  that  labor  stat¬ 
ute  notes  that  the  emergency  provisions 
•••  •  •  provide  for  the  extreme  cases  which 
threaten  national  paralysis.”  93  Congres¬ 
sional  Record  4281.  U.S.  Supreme  Court 
Justices  Frankfurter  and  Harlan  explained 
that  those  provisions  “•  *  *  were  the  com¬ 
prehensive  interest  of  the  community  [and] 
•  •  •  they  must  be  construed  to  give  full 
effect  to  the  protections  they  seek  to 
afford.”  381  U.S.  at  54. 
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detailed  framework  for  determining 
the  resource  value  and  exempt  status 
of  vehicles. 

The  law  requires  that  licensed  vehi¬ 
cles  will  be  totally  exempt  if  used  “to 
produce  earned  income.”  To  qualify 
for  this  exemption,  the  vehicle  must 
actually  be  involved  in  generating 
income,  e.g.,  a  taxi,  tractor,  or  truck. 
Vehicles  used  only  for  transporting 
household  members  to  work  will  not 
qualify  as  income  producing  vehicles. 

The  Department  has  some  discretion 
in  determining  which  vehicles  qualify 
for  the  exemption  as  “income  produc¬ 
ers.”  The  proposed  regulations  define 
Income  producing  vehicles  as  those  ve¬ 
hicles  which  are  used  primarily  (over 
50  percent  of  the  time  the  vehicle  is 
used)  to  produce  income  or  those 
which  annually  produce  income  com- 
sistent  with  their  fair  market  value.  If 
necessary  to  determine  if  a  vehicle  is 
exempt,  income  produced  by  the  vehi¬ 
cle  on  a  seasonal  basis  will  be  averaged 
over  the  year  to  determine  the  annual 
income.  The  exemption  will  also  apply 
during  temporary  periods  of  unem¬ 
ployment  when  the  vehicle  is  not  in 
use.  This  defintion  is  fair  to  house¬ 
holds  as  it  allows  an  exemption  for  ve¬ 
hicles  used  mostly  for  producing 
income,  even  if  the  business  enterprise 
is  not  earning  a  profit  at  the  time  of 
certification.  It  also  exempts  vehicles 
annually  earning  income  consistent 
with  the  fair  market  value,  even  if 
used  less  than  50  percent  of  the  time 
for  income  producing  purposes.  This 
definition  should  protect  the  program 
from  abuse  by  setting  specific  and  uni¬ 
form  standards  for  income  producing 
vehicles,  rather  than  extending  the 
exemption  to  all  vehicles  which  are  oc¬ 
casionally  used  to  produce  income, 
e.g.,  a  snowmobile  or  boat  which  is 
used  by  the  household  mostly  for  re¬ 
creation  and  which  is  rented  occasion¬ 
ally. 

The  law  requires  that  all  nonincome 
producing  licensed  vehicles  will  be  in¬ 
dividually  evaluated  for  fair  market 
value.  The  portion  of  the  value  which 
exceeds  $4,500  will  be  counted  in  full 
toward  the  household’s  resource  level, 
regardless  of  any  encumbrances  on  the 
vehicle.  To  determine  the  fair  market 
value  of  vehicles,  the  Department  pro¬ 
poses,  in  accord  with  the  House 
Report,  using  the  publications  written 
for  the  purpose  of  providing  guidance 
to  automobile  dealers.  The  publica¬ 
tions  are  usually  referred  to  as  “blue 
books.”  The  “average  trade  in  value” 
or  “wholesale  value”  as  listed  in  blue 
books  will  be  considered  the  fair 
market  value  if  the  car  in  question  is 
in  average  condition  for  its  age.  If  the 
car  is  in  less  than  average  condition 
for  any  reason,  such  as  body  damage 
or  inoperability,  the  household  will  be 
given  the  opportunity  to  present  evi¬ 
dence  of  the  actual  value  from  a  reli¬ 
able  source.  If  such  an  appraisal  shows 


that  the  car  is  worth  less  than  blue 
book  value,  the  State  agency  will 
assign  the  lesser  value  as  the  fair 
market  value,  i 

The  “blue  books”  referred  to  in  the 
House  Report,  such  as  the  “NADA 
Used  Car  Guide  Book,”  are  updated 
monthly  and  are  universally  available 
for  reference.  The  Department  pro¬ 
poses  that  the  “blue  books”  used  by 
the  State  agencies  be  updated  at  least 
once  every  six  months.  Reliance  on 
these  estimates  greatly  simplifies  cost 
determinations  and  program  adminis¬ 
tration.  Use  of  “the  average  trade  in 
value”  or  "wholesale  value,”  instead  of 
the  average  retail  value,  establishes  an 
appraisal  the  best  reflects  the  price 
that  most  households  would  likely  re- 
oeive  for  vehicles  sold  or  traded  in. 

The  law  also  requires  that  non¬ 
income-producing  licensed  vehicles, 
other  than  the  household’s  primary 
vehicle,  also  be  evaluated  for  equity 
value  (fair  market  value  minus  encum¬ 
brances),  if  the  vehicles  are  not  neces¬ 
sary  for  household  members  to  seek 
employment  or  to  transport  household 
members  to  and  from  employment.  As 
is  currently  the  case,  the  equity  value 
will  be  counted  toward  the  house¬ 
hold’s  resource  level,  except  in  those 
few  cases  where  both  equity  and  fair 
market  value  for  the  same  vehicle 
must  be  considered.  This  situation  is 
dealt  with  below. 

In  summary,  the  Act  requires  that 
each  licensed  vehicle  be  handled  as 
follows:  First,  it  will  be  evaluated  to 
determine  if  it  is  exempt  as  an  income 
producer.  If  not  exempt,  it  will  be 
evaluated  to  determine  if  its  fair 
market  value  is  more  than  $4,500.  If 
worth  more  than  $4,500,  the  portion  in 
excess  of  $4,500  for  each  vehicle  will 
be  attributed  to  the  household’s  re¬ 
sources.  The  vehicle  will  also  be  evalu¬ 
ated,  to  see  if  it  is  equity  exempt  as 
the  household’s  only  vehicle  or  if  it  is 
equity  exempt  as  necessary  for  trans¬ 
portation  to  work.  If  not  exempt, 
these  regulations  approved  by  Con¬ 
gress  require  that  the  value  the  house¬ 
hold  has  invested  in  the  vehicle  (fair 
market  value  less  encumbrances)  will 
be  considered  as  a  resource.  If  both 
the  fair  market  value,  in  excess  of 
$4,500,  and  the  equity  value  are  con¬ 
sidered  for  a  particular  vehicle,  the 
amount  counted  as  a  resource  shall  be 
the  greater  of  the  two.  Otherwise,  if  a 
household’s  “second  car”  were  worth 
$5,000  and  were  not  necessary  to 
transport  a  household  member  to 
work,  the  State  agency  would  have  to 
consider  not  only  the  $500  excess  fair 
market  value,  but  also  the  equity 
value  of  the  car.  To  avoid  this  double 
counting  (excess  value  plus  equity 
value)  it  is  proposed  that  the  greater 
of  the  two  amounts  will  be  counted  as 
a  resource. 

Home  and  lot  exclusion.  In  the  past. 
The  Department  has  received  numer¬ 


ous  comments  regarding  difficulties 
State  agencies  have  encountered  ad¬ 
ministering  the  Department’s  current 
resource  exemption  for  “•  •  •  the 
home  and  lot  normal  to  the  communi¬ 
ty”.  There  has  been  no  uniformity  or 
consistency  in  the  application  of  this 
exemption.  This  area  is  targeted  for 
review  as  part  of  the  Department’s 
study  of  assets,  which  is  mandated  by 
the  new  Act.  In  the  interim,  for  pur¬ 
poses  of  consistency  and  program  effi¬ 
ciency,  the  Department  proposes  to 
exempt  the  home  and  all  surrounding 
property  which  adjoins  the  plot  on 
which  the  home  is  located.  This  stan¬ 
dardized  and  revised  definition  of 
home  and  lot  normal  to  the  communi¬ 
ty  is  easy  to  apply  and  will  eliminate 
the  need  for  State  agencies  to  estab¬ 
lish  acreage  limits  or  lot  size  limits.  It 
will  also  establish  a  uniform  national 
policy  and  eliminate  the  need  for  the 
Department  to  determine  if  State-ap¬ 
proved  acreage  limits  are  appropriate. 

Income-producing  property  exclu¬ 
sion.  As  required  by  the  regulations  in 
force  on  June  1,  1977,  which  were  in¬ 
corporated  by  the  Act,  the  Depart¬ 
ment  proposes  that  property  (such  as 
land  used  for  farming  or  houses  used 
for  rental  purposes)  be  allowed  a  re¬ 
source  exemption  if  annually  produc¬ 
ing  income  consistent  with  fair  market 
value,  or  if  essential  to  the  employ¬ 
ment  or  self-employment  of  a  member 
of  the  household. 

The  Department  proposes  allowing 
an  exemption  for  vacation  homes  only 
if  the  home  is  annually  producing 
income  consistent  with  the  fair  market 
value.  If  the  vacation  home  is  not  pro¬ 
ducing  adequate  income,  the  house¬ 
hold  will  not  be  able  to  claim  an  em¬ 
ployment  exemption  for  the  property 
as  it  would  with  non-vacation  proper¬ 
ty.  This  proposal  is  consistent  with  the 
House  Report  which  favored  a  restric¬ 
tive  approach  to  vacation  home  exclu¬ 
sions. 

Also  excluded  from  resources  would 
be  any  other  property  which  is  needed 
for  purposes  of  employment,  such  as 
the  tools  of  a  tradesman  or  the  ma¬ 
chinery  of  a  farmer,  which  are  deemed 
essential  to  the  employment  of  a 
household  member.  Property  sold 
under  an  installment  contract,  even 
where  the  title  is  temporarily  retained, 
would  be  exempt  as  an  inaccessible  re¬ 
source  to  the  seller  since  the  property 
could  not  be  sold  again.  The  value  of 
the  installment  contract,  itself,  is  also 
exempt  since  it  would  be  producing 
income  consistent  with  its  value. 

Disaster  payment  exclusion.  The  De¬ 
partment  proposes  a  resource  exemp¬ 
tion  for  governmental  payments  which 
are  made  to  a  household  to  restore  the 
household’s  home  which  has  been 
damaged  in  a  disaster.  This  exemption 
will  not  apply  unless  the  household  is 
subject  to  a  legal  sanction  if  the  funds 
are  not  used  as  intended.  Under  the 
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proposed  regulations,  governmental 
payments  which  are  made  to  restore 
property  damaged  in  a  disaster  are  al¬ 
ready  exempt  as  income  in  the  month 
received.  The  effects  of  the  disaster 
and  the  shortage  of  supplies  or  service 
often  make  it  not  possible  for  house¬ 
holds  to  repair  damaged  homes  the 
same  month  the  governmental  pay¬ 
ment  is  received.  Therefore,  the  De¬ 
partment  feels  that  the  household 
should  not  have  the  funds,  which  are 
earmarked  for  that  purpose,  counted 
as  a  resource  in  the  following  months 
if  the  household  is  unable  to  purchase 
the  necessary  replacement  or  repairs. 
Counting  such  funds  as  resources 
could  disqualify  needy  households 
which  have  recently  suffered  disaster 
damage  which  has  caused  both  a  loss 
of  income  and  a  loss  of  property. 

Trust  funds.  The  Department  pro¬ 
poses  to  continue  the  exemption  for 
resources  which  have  a  cash  value 
that  is  inaccessible  to  the  household. 
To  prevent  confusion  regarding  trust 
funds,  a  new  paragraph  has  been 
added  to  the  regulations  to  explain 
when  a  trust  fund  will  be  considered 
inaccessible. 

Federal  law  exclusions.  The  Depart¬ 
ment  proposes  allowing  exclusions  for 
only  those  funds  which  are  cited  in 
Federal  law  as  specifically  exempt  or 
intended  to  be  exempt  as  resources  for 
the  Food  Stamp  Program.  A  list  of 
these  statutory  resource  exclusions  is 
contained  in  the  regulations. 

Handling  of  excluded  funds.  The  De¬ 
partment  also  proposes  a  system  for 
identifying  excluded  resources  if  the 
funds  are  commingled  in  a  bank  ac¬ 
count  with  other  resources  which  are 
not  excluded.  Excluded  resources  will 
retain  the  exclusion  indefinitely,  if 
kept  in  a  separate  account  easily  iden¬ 
tified  by  the  State  agency.  If  exempt 
resources  are  commingled  in  an  ac¬ 
count  with  other  funds,  the  exempt 
resources  will  retain  an  exempt  status 
for  six  months  from  the  date  of  depos¬ 
it.  If  the  household’s  total  resources 
exceed  the  allowable  limits  after  that 
time,  the  following  method  is  pro¬ 
posed  to  determine  what  portion  of 
the  total  resources  are  exempt  funds. 
The  household  will  establish  for  the 
State  agency  the  total  amount  of 
exempted  funds  which  were  deposited, 
the  total  amount  of  withdrawals  sub¬ 
sequent  to  the  date  of  deposit,  and  the 
current  balance.  All  withdrawals  after 
the  deposit  of  exempt  funds  will  be 
treated  as  withdrawals  from  all  re¬ 
maining  exempt  funds.  The  earliest 
deposited  exempt  funds  will  be  consid¬ 
ered  exhausted  first.  Suppose  $400  of 
exempt  funds  is  deposited  on  Decem¬ 
ber  1,  into  an  account  with  $200  in 
nonexempt  funds,  and  $100  more  of 
exempt  funds  is  deposited  into  that  ac¬ 
count  on  December  15.  If  $300  is  with¬ 
drawn  on  June  1,  $200  worth  of 
exempt  funds  remain.  When  the 


amount  withdrawn  equals  or  exceeds 
the  amount  of  the  exempted  funds, 
the  exempted  funds  will  be  considered 
spent.  The  Department  feels  that  this 
method  is  equitable  because  it  allows 
the  participant  to  provide  evidence 
that  the  exempt  funds  have  not  been 
spent;  and  yet  in  most  situations 
should  not  be  overly  complex.  In 
effect,  this  rule  assumes  that  commin¬ 
gled  excludable  resources  are  exhaust¬ 
ed  after  a  six-month  time  limit.  The 
participant  is  then,  however,  free  to 
provide  evidence  that  the  exempt 
funds  have  not  been  spent.  This  may 
be  accomplished  by  presentation  of  a 
current  bank  book  or  any  other  verifi¬ 
cation  that  would  support  the  partici¬ 
pant’s  statement. 

Transfer  of  resources.  The  Act  pro¬ 
hibits  households  from  transferring 
resources  for  the  purpose  of  qualifying 
or  attempting  to  qualify  for  food 
stamp  benefits.  However,  this  rule 
does  not  restrain  the  bona  fide  sale  of 
property  for  a  price  at  or  near  fair 
market  value  or  any  sale  of  property 
not  done  in  an  attempt  to  qualify  for 
benefits.  Likewise,  the  transfer  of 
assets  which  would  not  otherwise 
affect  eligibility  is  not  affected  by  this 
provision.  For  example,  transferring  a 
family  heirloom  to  a  non-household 
member  would  not  affect  eligibility 
since  that  particular  property  is 
exempt  as  a  personal  effect.  Also,  a 
household  gift  of  $500  to  a  relative 
would  not  be  an  improper  transfer 
unless  that  $500  (or  a  portion  thereof) 
would  have  affected  the  household’s 
eligibility  by  reducing  the  household’s 
assets  to  within  the  resource  limit  and 
the  transfer  was  made  with  the  intent 
of  qualifying  for  program  benefits. 
The  Department  also  proposes  that 
households  be  permitted  to  transfer 
assets  to  other  members  of  the  house¬ 
hold,  because  such  transfers  would  not 
affect  eligibility. 

The  transfers  to  be  considered  are 
those  which  involve  non-exempt  re¬ 
sources,  which  affect  eligibility  and 
which  are  transferred  for  less  than 
fair  market  value  for  the  purpose  of 
qualifying  for  food  stamps. 

The  first  issue  to  arise  concerning 
asset  transfers  is  the  length  of  time 
which  has  expired  between  the  time 
the  asset  was  transferred  and  the  time 
the  household  makes  application  for 
food  stamps.  Far  ranging  investiga¬ 
tions  of  asset  transfers  are  likely  to 
greatly  delay  the  certification  process 
and  unreasonably  burden  certification 
offices.  For  that  reason  and  because  of 
the  difficulties  in  establishing  intent, 
the  Department  proposes  that  the 
assets  transferred  in  the  three  months 
prior  to  application  or  during  the  prior 
certification  period  be  taken  into  con¬ 
sideration.  At  the  time  of  application, 
initial  applicants  will  be  asked  if  they 
have  transferred  any  assets  in  the  past 
three  month  period.  At  recertification. 


households  will  be  asked  about  trans¬ 
fers  during  the  previous  certification 
period.  If  a  household  reports  that  it 
has  transferred  assets  which  would 
have  affected  eligibility,  the  State 
agency  must  then  explore  the  basis  for 
the  transfer  to  determine  if  it  was 
knowingly  made  to  qualify  for  pro¬ 
gram  benefits. 

The  proposed  regulations  require 
State  agencies  to  evaluate  each  trans¬ 
action  individually  to  determine 
whether  or  not  the  transfer  affects  eli¬ 
gibility,  and  the  reason  for  the  trans¬ 
fer.  If  it  appears  that  the  transaction 
was  for  fair  market  value,  detailed  ver¬ 
ification  should  not  be  required  for 
program  eligibility. 

If  it  is  established  that  a  household 
knowingly  transferred  non-exempt 
assets  to  qualify  or  attempt  to  qualify 
for  program  benefits,  the  law  requires 
that  the  household  be  disqualified  for 
a  period  of  up  to  one  year  from  the 
date  of  the  discovery.  The  Department 
proposes  that  the  period  of  the  dis¬ 
qualification  be  directly  related  to  the 
value  of  the  asset  transferred.  A  chart 
demonstrating  the  proposed  periods  of 
disqualification  is  printed  in  the  pro¬ 
posed  rules.  The  period  of  disqualifica¬ 
tion  increases  as  the  value  of  the  re¬ 
source  transferred  increases.  The  es¬ 
tablishment  of  strictly  defined  periods 
of  disqualification  will  eliminate  the 
need  to  deliberate  over  a  suitable 
period  of  disqualification  and  will 
ensure  uniform  national  disqualifica¬ 
tion  periods.  The  sliding  scale  estab¬ 
lishes  an  appropriate  relationship  be¬ 
tween  the  value  of  the  transfer  and 
the  period  of  disqualification. 

INCOME  AND  DEDUCTIONS 

Income  eligibility  standards.  The 
Act  provides  that  the  income  stan¬ 
dards  of  eligibility  shall  be  the  annual 
nonfarm  income  poverty  guidelines 
prescribed  by  the  Office  of  Manage¬ 
ment  and  Budget  (OMB).  To  insure 
that  these  guidelines  are  current,  the 
Act  requires  the  Department  to  make 
an  annual  adjustment  in  the  OMB 
poverty  guidelines  effective  July  1, 
1978.  The  adjustment  is  computed  by 
multiplying  the  most  recent  income 
poverty  guideline  by  the  change  be¬ 
tween  the  average  1977  Consumer 
Price  Index  (CPI)  and  the  CPI  for 
March  1978  and  rounding  the  result  in 
accordance  with  procedures  prescribed 
by  OMB.  The  income  poverty  guide¬ 
lines  for  future  periods  are  to  be  simi¬ 
larly  adjusted. 

The  adjustment  is  necessary  to  cor¬ 
rect  an  inequity  produced  by  the  cur¬ 
rent  method  of  establishing  income 
poverty  guidelines.  The  new  poverty 
lines  are  announced  each  spring,  based 
on  the  previous  calendar  year’s  aver¬ 
age  CPI.  The  poverty  line  announced 
in  the  spring  of  1978  will  reflect  prices 
during  the  calendar  year  1977.  Since 
those  poverty  lines  would  be  used  in 
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the  Food  Stamp  Program  from  July 
1978  through  June  1979,  they  could  be 
two  years  behind  by  the  end  of  the 
time  period.  The  adjustment  lessens 
this  problem  by  using  the  more  recent 
data  on  changes  in  price. 

Below  are  the  income  eligibility 
standards,  prior  to  rounding,  which 
would  have  existed  on  January  1,  1978, 
if  the  legislation  had  been  implement¬ 
ed  at  that  time.  These  standards  were 
derived  by  taking  the  OMB  nonfarm 
income  poverty  guidelines  published  in 
May  1977  and  increasing  them  by  the 
percent  change  between  the  average 
1976  CPI  and  the  CPI  for  March  1977. 


Monthly 

Annual 

1 . 

.  $259 

$3,104 

2 . 

3 . 

.  342 

.  426 

4.107 

5,111 

4 . 

.  510 

6,114 

5 . 

.  593  \ 

7.11$ 

6 . 

.  677 

x  8,121 

7 . 

.  760 

9,124 

S . 

.  844 

10.128 

Add  $84  monthly  or  $1,401  annually  for  each  ad¬ 
ditional  household  member. 


The  income  eligibility  standards 
which  will  be  effective  after  July  1978 
cannot  be  computed  until  the  OMB 
poverty  guidelines  are  published  in 
May  1978,  and  then  increased  by  the 
percent  change  between  the  average 
1977  CPI  and  the  CPI  for  March  1978. 
These  income  limits  apply  to  house¬ 
hold  income  after  application  of  all 
income  exclusions  and  deductions. 
Thus,  households  with  gross  income  in 
excess  of  the  guidelines  would  be  eligi¬ 
ble  for  program  benefits. 

For  outlying  areas.  The  Department 
proposes  to  use  the  same  income  eligi¬ 
bility  standards  in  Puerto  Rico,  Guam, 
and  the  Virgin  Islands  as  in  the  contig¬ 
uous  United  States.  This  proposal  is 
consistent  with  the  practices  of  other 
federal .  programs  that  use  eligibility 
standards  based  on  the  poverty  line.  If 
separate  eligibility  standards  were  cal¬ 
culated  for  these  outlying  areas  em¬ 
ploying  the  same  methodology  used  to 
determine  the  poverty  line  for  the 
contiguous  United  States,  the  stan¬ 
dards  for  Puerto  Rico,  Guam,  and  the 
Virgin  Islands  would  be  higher  be¬ 
cause  of  the  high  cost  of  food  in  these 
areas.  However,  the  Pood  Stamp  Act 
requires  that  the  income  eligibility 
limit  in  Puerto  Rico,  Guam,  and  the 
Virgin  Islands  not  exceed  the  OMB 
poverty  guidelines  for  the  48  States. 
Therefore,  a  separate  calculation  for 
these  areas  would  be  pointless.  The 
Department  will  monitor  use  of  the  es¬ 
tablished  poverty  guideline  in  the  out¬ 
lying  areas  and  may  propose  changes 
in  the  future,  if  appropriate. 

For  Alaska  and  Hawaii,  the  regula¬ 
tions  follow  the  statutory  directive 
that  the  net  income  limits  be  based  on 
the  OMB  poverty  guidelines  specifical¬ 
ly  issued  for  those  States. 


Definition  of  Income.  The  Act  states 
that  household  Income  "•  •  *  shall  in¬ 
clude  all  income  from  whatever 
source  *  •  except  for  specified  ex¬ 
clusions  and  deductions.  The  House 
Report  notes  that  its  “*  •  •  broad- 
guaged  definition  of  income  [is]  ratio¬ 
nal  and  equitable,  since  [the  Commit¬ 
tee]  intends  to  measure  income  as 
broadly  as  possible  to  be  fair  to  all  re¬ 
cipients  as  well  as  the  tax-paying 
public  ana  not  simply  by  reference  to 
purchasing  power  available  for  food.” 
The  proposed  regulatory  definition  of 
income  follows  the  all  encompassing 
language  of  the  statute.  Monies  not 
specifically  cited  as  includable  will  be 
considered  as  income,  unless  specifical¬ 
ly  excluded. 

The  regulations  distinguish  between 
earned  and  unearned  income  to  allow 
application  of  the  statutory  deduction 
for  20  percent  of  earned  income.  The 
regulations  continue  to  define  training 
allowances  as  earned  income.  The 
House  Report  notes  that  "•  •  •  the 
term  ‘earned  income’  •  •  •  appllies] 
to  any  household  member  who  is  in¬ 
volved  in  any  training  program  recog¬ 
nized  by  any  Federal,  State,  or  local 
government  agency.”  To  simplify  pro¬ 
gram  administration,  the  proposed 
regulations  limit  the  definition  of  a 
training  allowance  to  those  payments 
received  directly  from  a  training  pro¬ 
gram  recognized  by  the  Federal,  State 
or  local  government,  such  as  WIN. 
Allowances  received  by  trainees  from 
other  sources  will  be  treated  as  un¬ 
earned  income.  The  House  Report  em¬ 
phasizes  that  the  earned  income  de¬ 
duction  applies  only  to  nonexcluded 
earnings.  For  example,  any  portion  of 
the  training  allowance  which  is  ex¬ 
cluded  as  a  reimbursement  for  work- 
related  expenses  shall  be  disregarded 
prior  to  computing  the  deduction. 

The  regulations  also  propose  treat¬ 
ing  certain  assistance  payments  as 
earned  income.  This  policy  applies  to 
assistance  payments  which  are  pro¬ 
vided  in  lieu  of  wages  or  salary,  to  in¬ 
dividuals  required  to  work  as  a  condi¬ 
tion  of  receiving  the  assistance.  In 
some  areas,  persons  seeking  general 
assistance  must  take  public  service 
jobs,  without  compensation  other  than 
the  assistance  payment  and.  perhaps, 
an  additional  work  allowance.  In  such 
cases,  since  the  individual  actually 
works  for  the  assistance  payments,  the 
household  will  receive  the  deduction 
for  work  related  expenses  the  same  as 
any  other  employed  household. 

While  the  statutory  definition  of 
income  is  broad,  the  Department  be¬ 
lieves  that  there  are  two  instances  of 
“payments”  which  are  not  encom¬ 
passed  in  the  income  definition  and 
are,  therefore,  disregarded  under  the 
proposal.  These  payments  are  recoup¬ 
ments  of  prior  overpayments  and  the 
surrender  of  child  support  payments 
to  the  Title  IV-D  agency  (Child  Sup¬ 


port  Enforcement  Program).  In  the 
typical  recoupment  situation,  a  house¬ 
hold  may  be  overpaid  cash  benefits  in 
another  program  for  a  period  of  time. 
The  agency  which  issued  that  over¬ 
payment  then  lowers  the  amount  of 
its  current  payment  below  the  proper 
level  to  recoup  the  full  amount  of  the 
overpayment  over  a  period  of  time. 
Thus,  an  AFDC  household  entitled  to 
$100  per  month,  which  received  $120 
per  month  for  five  months,  might 
then  be  issued  only  $80  per  month  for 
the  next  five  months.  Under  the  pro¬ 
posed  regulations,  the  household 
should  have  the  entire  $120  considered 
income  during  those  months  that  the 
household  is  receiving  the  excessive 
payment  of  $120  per  month.  When  the 
household’s  payment  is  reduced  to  $80 
per  month,  the  Department  proposes 
to  count  the  household’s  income  as 
$80  a  month.  Since  the  $20  recoup¬ 
ment  had  previously  been  counted  in 
income,  computing  benefit  levels  based 
on  $100  per  month  would  result  in 
double  counting  of  the  $20  per  month. 
In  certain  situations,  the  prior  over¬ 
payment  might  not  have  been  actually 
used  to  calculate  food  stamp  income 
because  the  household  did  not  apply 
for  food  stamps  until  after  the  recoup¬ 
ments  began.  However,  to  simplify 
program  administration  and  avoid  cer¬ 
tification  delays,  the  Department  pro¬ 
poses  the  general  rule  that  recoup¬ 
ments  not  be  considered  as  income. 

Title  IV-D  of  the  Social  Security  Act 
involves  the  Federal  and  State  govern¬ 
ments  in  the  enforcement  of  collection 
of  child  support  payments.  Under  the 
terms  of  Title  IV-D,  a  child  support 
payment  due  to  an  AFDC  household 
must  go  directly  to  the  Title  IV-D 
agency  rather  than  to  the  family.  The 
State  agency  then  forwards  the  child 
support  payment  to  the  household  by 
adjusting  the  household’s  AFDC  pay¬ 
ment  to  reflect  the  amount  of  child 
support  received  by  the  Title  IV-D 
agency.  For  food  stamp  purposes,  the 
AFDC  payment  to  the  household,  but 
not  the  child  support  payment  which 
went  directly  to  the  Title  IV-D 
agency,  is  considered  income  to  the 
household.  However,  there  are  limited 
situations  in  which  the  AFDC  house¬ 
hold  receives  the  child  support  pay¬ 
ment  directly.  The  household  must 
then  turn  the  payment  over  to  the 
Title  IV-D  agency  to  maintain  their 
AFDC  eligibility.  The  child  support 
payment  is  then  used  by  the  State 
agency  to  adjust  the  AFDC  payment 
in  the  same  manner  as  if  the  Title  IV- 
D  agency  had  received  the  payment  di¬ 
rectly.  To  maintain  equity  between 
these  households,  the  Department 
proposes  not  to  count  as  Income  child 
support  payments  surrendered  by 
households  to  the  Title  IV-D  agency. 

The  definition  of  income  specifies 
that  the  income  of  individuals  dis¬ 
qualified  from  program  participation. 


FEDERAL  REGISTER,  VOL  43.  HO.  R5— TUESDAY,  MAY  2,  1978 


18888 


PROPOSED  RULES 


less  that  member’s  prorated  share, 
shall  continue  to  be  attributed  to  the 
household  from  which  the  member 
was  disqualified.  The  regulations  pro¬ 
vide  that  the  prorated  share  is  com¬ 
puted  by  dividing  the  disqualified 
member’s  gross  income,  less  exclu¬ 
sions,  equally  among  all  household 
members,'  including  the  individual 
being  disqualified.  The  disqualified 
member’s  prorated  share  is  then  sub¬ 
tracted  from  the  individual’s  gross 
income  and  the  remaining  amount  is 
attributed  to  the  household  as  avail¬ 
able  income.  This  procedure  is  ex¬ 
plained  more  fully  under  the  section 
of  the  preamble  entitled  “Certifying 
Households  with  Special  Income  Cir¬ 
cumstances.” 

Income  Exclusions 

1.  Inkind  benefits  and  vendor  pay¬ 
ments.  The  Act  provides  for  the  exclu¬ 
sion  of  “•  •  •  any  gain  or  benefit 
which  is  not  in  the  form  of  money 
payable  directly  to  the  household.”  As 
the  House  Report  notes,  this  provision 
would  exclude  from  income  “•••  in- 
kind  benefits,  such  as  meals,  clothing, 
or  shelter,  [and]  •  •  •  money  pay¬ 
ments  made  on  behalf  of  a  household 
to  another  party  by  a  third 
party  *  •  commonly  known  as 
vendor  payments.  Neither  the  statute 
nor  the  legislative  history  makes  any 
distinction  between  public  and  private 
vendor  payments,  nor  do  they  limit 
the  vendor  payment  exclusion  by  the 
type  of  expense  being  paid.  Therefore, 
the  proposed  regulations  exclude  any 
payments  made  on  the  household’s 
behalf  by  a  third  party  from  that 
party’s  funds.  For  example,  rent  subsi¬ 
dies  from  the  Department  of  Housing 
and  Urban  Development  (HUD),  pay¬ 
ments  to  service  providers  under  Title 
XX  of  the  Social  Security  Act,  and 
mortgage  payments  by  a  nonhouse¬ 
hold  member,  such  as  an  absent 
spouse,  are  all  excludable  vendor  pay¬ 
ments. 

The  House  Report  makes  it  clear 
that  “•  •  •  any  money  payable  to  a 
household,  but  diverted  from  it  to  a 
third  party,  either  of  the  household’s 
own  free  will  (e.g.,  an  arrangement 
with  an  employer  to  deduct  the  rent 
and  mail  it  to  the  landlord)  or  involun¬ 
tarily  (e.g.,  a  court-ordered  garnish¬ 
ment  of  wages)  would  be  counted  as 
income.  •  •  •”  Even  though  the  house¬ 
hold  does  not  directly  receive  these 
monies,  the  entire  wage  is  considered 
income  and  no  exclusion  is  allowed  as 
a  vendor  payment.  Otherwise,  house¬ 
holds  could  intentionally  alter  their  fi¬ 
nancial  arrangements  so  as  to  increase 
food  stamp  benefits. 

Similarly,  money  deducted  or  other¬ 
wise  diverted  from  the  household’s 
public  assistance  grant  for  purposes  of 
managing  the  household’s  expenses 
shall  be  treated  as  income  and  not  ex¬ 
cluded  as  a  vendor  payment.  These  sit¬ 


uations  (sometimes  termed  protective 
payments)  typically  arise  where  the 
household  has  demonstrated  inability 
to  properly  budget  the  grant.  As  with 
garnishments,  this  policy  prevents 
households  from  increasing  food 
stamp  benefits  by  altering  their  finan¬ 
cial  arrangements.  This  policy  does 
not  apply  to  payments  over  and  above 
the  AFDC  grant  which  are  paid  direct¬ 
ly  to  service  providers  by  the  State 
agency,  such  as  payments  linder  Title 
XX. 

Except  for  these  diverted  payments 
the  regulations  will  exclude  payments 
which  go  directly  to  a  third  party,  but 
will  not  exclude  monies  actually  re¬ 
ceived  by  the  household,  even  though 
earmarked  or  legally  obligated  for  a 
particular  expense.  An  exception  is 
proposed  for  certain  experimental 
HUD  programs  in  which  a  rent  subsi¬ 
dy  is  paid  to  the  household.  In  order 
to  maintain  a  consistent  policy  on 
treatment  of  HUD  housing  subsidies, 
and  to  avoid  interfering  with  the  re¬ 
sults  of  these  existing  experimental 
projects,  the  regulations  propose  to 
exclude  as  vendor  payments  both  the 
HUD  housing  subsidies  which  go  di¬ 
rectly  to  the  landlord  and  the  pay¬ 
ments,  in  those  few  experimental  pro¬ 
jects,  which  go  through  the  household 
to  the  landlord. 

2.  Irregular  income.  The  Act  ex¬ 
cludes  “•  •  •  any  income  in  the  certifi¬ 
cation  period  which  is  received  too  in¬ 
frequently  or  irregularly  to  be  reason¬ 
ably  anticipated,  but  not  in  excess  of 
$30  in  a  quarter.”  As  the  House 
Report  notes,  this  “•  •  •  exclusion  is 
reasonable  because  counting  and  docu¬ 
menting  such  income  •  •  •  would  pre¬ 
sent  administrative  difficulties  and  be¬ 
cause  the  amounts  of  money  involved 
are  too  small  to  justify  [the  needed  ad¬ 
ministrative  time].”  The  proposed  reg¬ 
ulatory  provision  follows  the  language 
of  the  Act. 

3.  Tuition  and  mandatory  fees.  The 
legislation  continues  to  count  scholar¬ 
ships,  deferred  education  loans,  fellow¬ 
ships.  veteran’s  educational  benefits, 
and  the  like  as  income.  Instead  of  the 
current  education  deduction,  the  Act 
substitutes  an  income  exclusion  to  the 
extent  that  the  above  benefits  are 
used  for  “tuition  and  mandatory 
school  fees  at  an  institution  of  higher 
education  or  school  for  the  handi¬ 
capped.”  The  House  Report  points  out 
that  the  "•  •  •  idea  is  to  count  as 
income  that  portion  of  a  scholarship 
that  goes  for  living  expenses,  but  not 
to  count  the  portion  that  is  clearly  un¬ 
available  because  it  is  used  for  tuition 
and  fees.”  The  Senate  and  House  Re¬ 
ports,  read  together,  indicate  that  the 
statutory  phrase  “institution  of  higher 
education”  would  include  vocational, 
correspondence  or  technical  schools. 
The  Department  proposes  adopting 
this  broad  definition  so  as  to  treat  stu¬ 
dents  receiving  the  above  educational 
benefits  in  a  similar  fashion. 


Additionally,  the  House  Report  pro¬ 
vides  that  the  statutory  phrase  man¬ 
datory  fees  **•  •  •  would  encompass  an 
expense  required  by  a  school  in  order 
to  attend  or  enroll  in  a  particular 
course.  •  •  •”  [Emphasis  added.]  The 
House  Report  recognizes  that  lab  fees 
and  expenses  for  equipment  (e.g.,  a  mi¬ 
croscope)  which  are  required  for  all 
students  taking  a  particular  course 
would  be  an  excludable  mandatory 
fee.  However,  expenses  for  books, 
transportation  and  personal  “mainte¬ 
nance”  are  listed  by  the  House  Report 
as  examples  of  nonmandatory  ex¬ 
penses.  Normally,  uniform  expenses 
for  these  items  would  not  be  required 
by  institutions.  For  example,  books 
that  are  required  reading  for  courses 
may  be  borrowed  or  purchased  used. 

While  this  regulatory  provision  may 
seem  unfair  to  some  students,  on  bal¬ 
ance,  the  requirement  that  the  ex¬ 
pense,  itself,  be  uniformly  required  by 
the  school  should  reduce  program 
abuse  and  avoid  the  administrative  in¬ 
convenience  and  the  delay  of  deter¬ 
mining  and  verifying  disparate  individ¬ 
ual  costs  to  each  student  for  numerous 
items.  However,  reimbursements  for 
certain  educational  expenses  which 
are  not  mandatory  fees  are  excludable 
under  §  273.9(c)(5)  of  the  proposed  reg¬ 
ulations. 

4.  Loans.  The  legislation  continues 
the  current  income  exclusion  for  “all 
loans  other  than  educational  loans  on 
which  repayment  is  deferred.”  The  ex¬ 
clusion  for  loans  covers  monies  ob¬ 
tained  from  both  private  and  commer¬ 
cial  sources.  The  purpose  for  which 
the  money  is  borrowed  will  not  affect 
the  exempt  status  of  the  money.  In 
accord  with  the  House  Report,  the 
proposed  regulations  mandate  that, 
when  verification  of  a  loan  from  pri¬ 
vate  sources  is  needed,  a  signed  state¬ 
ment  by  both  parties  attesting  to  the 
loan  is  sufficient.  No  formal  payment 
schedule  is  necessary. 

5.  Reimbursements.  The  Act  ex¬ 
cludes  reimbursements  “•  •  • 
which  do  not  exceed  expenses  actually 
incurred  and  which  do  not  represent  a 
gain  or  benefit  to  the  household.”  The 
legislation  extends  the  current  exclu¬ 
sion  for  volunteer  reimbursements  to 
others,  such  as  employees  and  trainees 
who  receive  work  or  training  related 
reimbursements. 

The  House  Report  makes  clear  that 
flat  allowances  received  in  advance  of 
an  expected  expense  should  be  treated 
as  a  reimbursement,  as  well  as  monies 
paid  after  the  expense  has  been  in¬ 
curred.  It  is  equitable  that  the  timing 
of  compensation  for  expenses  borne  by 
the  participant  not  determine  whether 
or  not  the  compensation  should  be  ex¬ 
cluded.  Monthly  travel  allowances  pro¬ 
vided  to  students  or  trainees  are, 
therefore,  excludable  as  reimburse¬ 
ments. 

The  House  Report  does  place  two 
clear  limitations  on  what  monies  can 
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be  excluded  as  a  reimbursement.  The 
first  limitation  is  that  the  reimburse¬ 
ment  not  exceed  the  actual  expense. 
However,  to  avoid  verification  compli¬ 
cations,  the  House  Report  suggests 
that  reimbursements  not  be  consid¬ 
ered  excessive  unless  the  household  or 
the  provider  of  the  reimbursement  in¬ 
dicates  the  amount  may  be  in  excess 
of  actual  costs.  Since  most  reimburse¬ 
ments  are  for  small  amounts,  the 
State  agency  is  not  obligated  to  check 
with  providers  about  the  level  of  reim¬ 
bursements  or  the  amount  of  actual 
expenses,  but  should  do  so  in  cases 
where  the  claimed  reimbursement  is 
inconsistent  with  other  known  infor¬ 
mation.  Serious  delays  could  result  if 
the  State  agency  had  to  verify  numer¬ 
ous  individual  expenses  covered  by  re¬ 
imbursements.  In  those  cases  of  exces¬ 
sive  reimbursement,  however,  the 
amount  up  to  the  actual  expense  is  ex¬ 
cludable;  the  amount  in  excess  of 
actual  costs  is  income. 

The  second  statutory  limitation  is 
that  the  reimbursement  not  be  a  gain 
or  benefit  to  the  household.  The 
phrase  “gain  or  benefit”  raised  issues 
unresolved  by  the  legislative  history. 
How  should  “indirect”  or  “intangible” 
benefits  (education,  travel,  or  practical 
experience)  be  treated?  If  the  person 
retains  a  tangible  item  (book,  uniform 
or  tool),  is  there  a  gain  and  what  is  the 
amount  of  the  gain?  Is  there  always  a 
“benefit”  if  the  reimbursement  covers 
an  expense  that  particular  household 
would  normally  have  borne  on  its 
own?  If  a  uniform  can  be  worn  off  the 
job,  is  there  a  gain  and  what  is  the 
amount  of  the  gain? 

The  Department  believes  that  pay¬ 
ments  received  for  normal  living  ex¬ 
penses  of  the  household,  such  as  rent, 
mortgage,  personal  clothing,  or  food 
eaten  at  home,  will  always  represent  a 
direct  benefit  to  the  household  and 
therefore,  should  not  be  excluded. 
Most  of  these  households  would  save 
money  which  would  have  otherwise 
been  spent  to  cover  these  typical 
household  costs. 

However,  to  simplify  program  ad¬ 
ministration,  reimbursements  for  in¬ 
tangible  benefits  other  than  normal 
living  expenses  and  even  reimburse¬ 
ments  where  the  person  retains  a  tan¬ 
gible  item,  such  as  a  book,  will  not  be 
considered  a  gain  to  the  household.  To 
involve  the  State  agency  in  the  com¬ 
plex  problems  of  valuing  indirect 
benefits  or  tangible  goods  would  not 
be  cost  effective  considering  the  small 
value  usually  associated  with  reim¬ 
bursements.  The  regulations  cite 
common  examples  of  excludable  reim¬ 
bursements  or  allowances,  such  as  the 
out-of-pocket  expenses  of  volunteers, 
or  job  and  training  expenses  for 
travel,  per  diem,  or  uniforms. 

6.  Third-party  funds.  The  Act 
exempts  .  .  money  received  and 
used  for  the  care  and  maintenance  of 


a  third-party  beneficiary  who  is  not  a 
household  member.”  Such  money 
flows  through  the  household  to  the 
nonhousehold  member  and  is  spent 
for  the  nonhousehold  member’s  main¬ 
tenance.  To  the  extent  that  the  money 
is  not  used  for  the  nonhousehold 
member’s  benefit,  it  must  be  included 
in  household  income. 

This  provision  of  the  legislation  does 
not  exclude  all  monies  paid  to  a  third 
party,  such  as  support  or  alimony  pay¬ 
ments.  The  legislation  clearly  provides 
an  exclusion  only  for  money  which  is 
received  by  the  household  on  behalf  of 
a  nonhousehold  member  and  is  then 
used  for  the  care  and  maintenance  of 
that  nonhousehold  member.  The  pro¬ 
vision  excludes,  for  example,  social  se¬ 
curity,  public  assistance  or  other  pay¬ 
ments  received  by  the  household  for 
the  care  and  maintenance  of  a  non¬ 
household  member,  e.g.,  a  person  re¬ 
ceiving  institutionalized  care.  In  the 
event  the  State  agency  is  unable  to  de¬ 
termine  the  amount  of  the  payment 
that  has  been  allotted  for  the  nonhou¬ 
sehold  member,  the  exclusion  will 
apply  on  a  prorated  basis  to  payments 
received  jointly  where  the  nonhouse¬ 
hold  member  was  intended  as  a  benefi¬ 
ciary  of  the  payment. 

7.  Earnings  of  children.  The  legisla¬ 
tion  continues  the  exclusion  for 
monies  received  by  a  child  under  18 
who  is  at  least  a  half-time  student.  As 
the  House  Report  notes  “.  .  .  any  at¬ 
tempt  to  include  child  earnings  would 
create  administrative  complexity  and 
result  in  the  counting  of  small  and  dif¬ 
ficult  to  document  sums  of  money.” 
The  regulations,  in  conformance  with 
the  House  Report,  provide  that  the  ex¬ 
clusion  continues  during  school 
breaks,  if  the  student  intends  to 
resume  schooling  at  least  half-time 
after  the  break.  However,  emancipated 
minors  or  students  living  alone  are  not 
allowed  the  exclusion  as  they  do  not 
qualify  as  children  living  with  the 
household. 

The  Department  recognizes  that  mi¬ 
grant  families  containing  students 
may  present  an  unusual  problem.  In 
some  cases,  the  entire  family  may  be 
paid  for  labor  without  differentiating 
which  member  earned  what  amount. 
Therefore,  the  student’s  earnings 
could  not  be  identified  and  excluded. 
To  simplify  this  problem,  the  regula¬ 
tions  require  that  if  the  earnings  of  or 
amount  of  work  performed  by  the  stu¬ 
dent  cannot  be  separated  from  that  of 
other  household  members,  the  total 
earnings  shall  be  prorated  evenly 
among  the  working  members  and  the 
student’s  prorated  share  will  be  ex¬ 
cluded. 

8.  Lump-sum  payments.  The  Act 
provides  an  exclusion  .  .  for  monies 
received  ...  as  nonrecurring  lump 
sum  payments.”  The  House  Report 
notes  that  the  “.  .  .  list  of  .  .  .  nonre¬ 
curring  lump  sum  payments  is  intend¬ 


ed  to  be  openended.”  Lump-sum  pay¬ 
ments  made  from  other  programs, 
such  as  AFDC,  are  excluded  under 
this  provision.  While  excluded  as 
income,  the  Act  requires  that  lump¬ 
sum  payments  be  counted  as  a  re¬ 
source  when  received,  unless  they  are 
otherwise  excluded. 

9.  Cost  of  self -employment  The  legis¬ 
lation  continues  the  current  regula¬ 
tory  exclusion  for  the  costs  of  produc¬ 
ing  self-employment  income.  These  ex¬ 
clusions  are  discussed  in  section 
273.11,  “Certifying  Households  With 
Special  Income  Circumstances.” 

10.  Income  excluded  by  other  laws. 
The  legislation  recorgnizes  an  exclu¬ 
sion  for  “•  •  •  any  income  that  any 
other  law  specifically  excludes  from 
consideration  as  income  for  the  pur¬ 
pose  of  determining  eligibility  for  the 
food  stamp  program.”  The  other  Fed¬ 
eral  statutory  exclusions  need  not 
mention  the  Food  Stamp  Program  by 
name  so  long  as  it  is  clear  that  the  ex¬ 
clusion  applies  to  the  Program.  For  ex¬ 
ample,  section  356  of  the  Youth  Em¬ 
ployment  and  Demonstration  Projects 
Act  of  1977  provides:  “Earnings  re¬ 
ceived  by  any  youth  under  this  part 
[Youth  Employment  Demonstration 
Programs]  shall  be  disregarded  in  de¬ 
termining  the  eligibility  of  the  youth’s 
family  for,  and  the  amount  of,  any 
benefits  based  on  need  under  any  Fed¬ 
eral  or  federally  assisted  programs.” 
Since  that  language  excludes  earnings 
from  being  considered  for  all  Federal 
eligibility  or  benefit  level  computation 
purposes,  the  Department  believes 
that  it  must  be  excluded  for  Food 
Stamp  Program  purposes. M 

As  new  legislation  is  enacted  it  will 
be  reviewed  in  light  of  its  specific 
terms  and  the  associated  intent  of 
Congress  to  determine  if  exclusion 
from  food  stamp  income  is  appropri¬ 
ate.  The  list  of  legislative  income  ex¬ 
clusions  found  in  the  regulations  will 
then  be  revised  as  required.  State 
agencies  will  be  immediately  notified 
of  any  statutory  changes  which  affect 
food  stamp  benefit  computations.  To 
insure  uniform  standards.  State  agen¬ 
cies  are  required  to  abide  by  the  De¬ 
partment’s  interpretation  of  Federal 
law. 

The  list  of  legislative  exclusions  con¬ 
tained  in  the  regulations  does  not  in¬ 
clude  benefits  excluded  under  the  pro¬ 
visions  of  their  own  legislation  if  they 
are  also  excluded  under  other  income 


*4An  examination  of  the  legislative  histo¬ 
ry  of  the  Youth  Employment  and  Demon¬ 
stration  Projects  Act  of  1977  confirms  the 
Departmental  analysis  that  the  all  exclusive 
statutory  language  would  apply  to  food 
stamp  benefits.  House  Report  95-314  (May 
13.  1977)  notes  that  “(wlithout  such  a  provi¬ 
sion.  youth  might  be  deterred  from  entering 
these  programs  by  the  prospect  that  their 
families’  welfare  or  food  stamp  benefits 
would  be  reduced  because  of  their  participa¬ 
tion.” 
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exclusions  of  the  Food  Stamp  Act  of 
1977.  For  example,  the  value  of  sup¬ 
plemental  food  assistance  provided 
under  the  Child  Nutrition  Act  of  1966 
(42  U.S.C.  1780(b)),  the  National 
School  Lunch  Act  (42  U.S.C.  1960(e)), 
and  the  Nutrition  Program  for  the  El¬ 
derly  (Title  VII,  Older  Americans  Act 
of  1965),  is  excluded  under  the  Food 
Stamp  Act  as  an  in-kind  benefit,  al¬ 
though  those  three  laws  also  exclude 
their  benefits  from  treatment  as 
income  by  the  Food  Stamp  Program. 
Similarly,  refunds  of  Federal  income 
taxes,  including  earned  income  tax 
credits,  are  excluded  as  nonrecurring 
lump  sum  payments. 

Income  deduction.  The  Act  specifies 
deductions  which  will  be  allowed  in 
computing  a  household’s  net  income 
for  determining  eligibility  and  the 
level  of  benefits.  The  statutory  deduc¬ 
tions  eliminate  current  itemized  de¬ 
ductions  for  medical  expenses  in 
excess  of  $10  a  month;  ten  percent  of 
earned  income,  up  to  $30  a  month; 
court-ordered  support  and  alimony 
payments;  mandatory  payroll  deduc¬ 
tions;  employment  related  child  care 
payments;  disaster  or  casualty  losses; 
shelter  costs  in  excess  of  30  percent  of 
income;  and  tuition  and  mandatory 
school  fees. 

Instead  of  these  itemized  deductions, 
the  Act  provides  a  monthly  standard 
deduction  for  all  households,  a  deduc¬ 
tion  of  20  percent  of  earned  income, 
and  a  limited  dependent  care  deduc¬ 
tion  for  working  households,  and  a 
limited  shelter  deduction  for  costs  in 
excess  of  50  percent  of  income  after  all 
other  deductions.  In  the  48  States  and 
the  District  of  Columbia,  the  standard 
deduction  will  be  $60  and  the  depen¬ 
dent  care  and  shelter  deductions  w’ill 
be  limited  to  $75  a  month.  The  $75 
maximum  will  apply  singly  to  either 
the  dependent  care  or  shelter  deduc¬ 
tion,  or,  if  the  same  household  is 
claiming  both  expenses,  the  combined 
deductions  cannot  exceed  $75.  In 
Alaska,  Hawaii,  Guam.  Puerto  Rico, 
and  the  Virgin  Islands,  the  amount  of 
the  standard  deduction  will  be  adjust¬ 
ed  by  a  ratio  of  current  average  item¬ 
ized  deductions  for  each  of  those  areas 
to  the  average  itemized  deductions  in 
the  48  States  and  the  District  of  Co¬ 
lumbia.  Similarly,  the  limit  on  the 
shelter/dependent  care  deduction  will 
be  adjusted  for  each  of  these  areas 
based  on  a  similar  comparison  of  shel¬ 
ter  costs. 

20  percent  of  earned  income.  House¬ 
holds  with  earned  income  recieve  a  de¬ 
duction  of  20  percent  of  gross  earn¬ 
ings.  This  standardized  deduction  re¬ 
places  itemized  deductions  for  taxes 
and  other  mandatory  withholdings,  as 
well  as  the  former  deduction  of  10  per¬ 
cent  of  earnings,  up  to  the  maximum 
of  $30  per  household  per  month.  As 
noted  earlier,  the  regulations  specify 
that  the  20  percent  earned  income  de¬ 


duction  applies  not  only  to  wages  and 
salaries,  but  also  to  certain  training 
allowances,  self-employment  ioeame. 
and  certain  general  assistance  pay¬ 
ments. 

Dependent  tare  deduction.  The  Act 
allows  a  deduction  for  the  actual  coots 
of  dependent  care  “*  •  •  when  such 
care  enables  a  household  member  to 
accept  or  continue  employment,  or 
training  or  education  which  is  pre¬ 
paratory  for  employment,”  subject  to 
a  $75  maximum. 

As  the  House  Report  makes  clear, 
this  statutory  dependent  care  deduc¬ 
tion  applies  only  to  direct  compensa¬ 
tion  to  the  care  provider.  If  a  live-in¬ 
attendant  provides  these  services,  only 
direct  payments  to  the  attendant  will 
be  permitted,  not  the  cost  of  in-kind 
benefits,  such  as  meals  and  lodging. 

The  report  explains  that  this  deduc¬ 
tion  also  covers  dependent  care  ex¬ 
penses  which  allow  “job  search”  activi¬ 
ties.  To  ensure  uniform  application  of 
this  rule  and  to  reduce  possible  abuse, 
the  Department  proposes  that  a  de¬ 
pendent  care  deduction  for  job  seekers 
only  be  allowed  if  the  effort  meets  the 
job  search  requirements,  regardless  of 
whether  the  job  seeker  is  required  to 
comply  with  job  search  requirements 
as  a  condition  of  eligibility  or  is  doing 
so  voluntarily. 

Shelter  deduction.  The  Act  provides 
a  deduction  for  shelter  expenses  to  the 
extent  that  the  allowable  shelter  costs 
exceed  50  percent  of  household 
income  after  all  other  income  exclu¬ 
sions  and  deductions  are  allowed.  The 
maximum  excess  shelter  cost  deduc¬ 
tion  is  $75.  However,  if  the  household 
also  claims  dependent  care  expenses, 
the  statute  provides  that  the  com¬ 
bined  dependent  care  and  shelter  cost 
deductions  for  any  household  cannot 
exceed  $75  in  any  given  month.  The 
proposal  encompasses  all  the  current 
allowable  shelter  costs  such  as  rent, 
mortgage,  insurance,  taxes,  and  utili¬ 
ties  such  as,  electricity,  heating,  cool¬ 
ing,  and  water  costs.  In  addition,  it  has 
been  broadened  to  include  initial  in¬ 
stallation  fees  for  utilities. 

The  proposed  regulations  also  con¬ 
tinue  tne  use  of  standard  utility 
allowances  in  lieu  of  actual  utility  ex¬ 
penses  in  computing  the  shelter  de¬ 
duction,  Although  the  House  Report 
would  appear  to  prohibit  utility  stan- 
dars,  the  House  bill  wras  amended  in 
conference  and  the  Act,  as  passed, 
allows  the  Department  the  flexibility 
of  continuing  the  current  standard 
utility  allowance. 

Congressman  Foley  noted  in  the 
Congressional  Record  (H.  9534;  Sep¬ 
tember  16,  1977)  that  the  “•  •  •  shel¬ 
ter  deduction  does  not  have  to  reflect 
as  it  did  in  the  House  version  of  the 
bill  actual  expenses  paid  *  •  •  stan¬ 
dard  utility  allowances  could  ease  the 
paperwork  burden  on  both  recipient 
and  administrator.  •  •  •” 


This  standardization  can  also  expe¬ 
dite  the  certification  process  and 
reduce  errors  and  administrative  costs. 
The  Department  proposes  to  mandate 
that  all  States  establish  a  utility  stan¬ 
dard  under  guidelines  provided  by  the 
Department.  The  regulations  continue 
the  present  practice  of  allowing  par¬ 
ticipants  the  option  of  choosing  the 
standard  utility  allowance  or  providing 
verification  of  actual  costs.  The  regu¬ 
lations  propose  that  households  be  al¬ 
lowed  to  switch  between  actual  utility 
costs  and  the  utility  standard  at  any 
time. 

The  regulations  also  propose  two  sit¬ 
uations  in  which  shelter  costs  would 
be  allowed  on  a  home  not  currently  oc¬ 
cupied  by  the  household.  If  the  home 
is  temporarily  not  being  used  as  a  resi¬ 
dence  because  of  employment  away 
from  home,  such  as  households  in¬ 
volved  in  migrant  labor,  or  abandon¬ 
ment  of  the  home  caused  by  a  natural 
disaster  or  casualty  loss,  the  house¬ 
hold  may  claim  both  the  costs  of  its 
actual  residence  and  the  costs  of  the 
unoccupied  home  for  purposes  of  com¬ 
puting  the  shelter  deduction.  The 
household  is  still  subject  to  the  maxi¬ 
mum  $75  ceiling  on  total  excess  shel¬ 
ter/dependent  care  costs. 

To  claim  these  shelter  costs  the 
household  must  intend  to  return  to 
the  home  and  must  demonstrate  that 
the  current  occupants  of  the  home,  if 
any,  are  not  claiming  the  same  shelter 
costs  for  food  stamp  purposes.  Addi¬ 
tionally,  the  household  is  not  entitled 
to  an  excess  shelter  cost  deduction  for 
homes  which  are  rented.  Leased 
homes  are  treated  as  self-employment 
property  and,  therefore,  certain  ex¬ 
penses  of  the  home  (but  not  payments 
on  the  principal)  would  be  excluded  as 
a  cost  of  doing  business  rather  than  as 
part  of  fhe  household's  current  shelter 
costs.  (See  the  section  of  the  preamble 
on  self -employment  income  for  a  de¬ 
tailed  treatment  of  this  issue.) 

Adjustment  of  deductions.  In  order 
to  keep  allowable  deductions  as  up-to- 
date  as  possible,  the  legislation  pro¬ 
vides  for  cost  of  living  adjustments. 
Starting  July  1,  1978,  standard  deduc¬ 
tions  shall  be  adjusted  semiannually 
every  July  1  and  January  1  to  the 
nearest  $5.  The  adjustments  are  to  re¬ 
flect  changes  in  the  Consumer  Price 
Index  for  items  other  than  food  for 
the  six  months  ending  the  preceding 
March  31  and  September  30,  respec¬ 
tively.  The  House  Report  specifies 
that  amounts  below  $2.50  should  be 
rounded  dewm  to  the  nearest  $5  and 
amounts  of  $2.50  and  above  should  be 
rounded  upward. 

The  legislation  provides  that  the 
combined  shelter/dependent  care  de¬ 
ductions  shall  be  adjusted  only  annu¬ 
ally.  beginning  on  July  1,  1978.  The 
adjustments  shall  be  to  the  nearest  $5 
increment  to  reflect  changes  in  the 
shelter,  fuel,  and  utilities  components 


FEDERAL  REGISTER,  VOL  43,  NO.  85— TUESDAY,  MAY  2,  1978 


PROPOSED  RULES 


18891 


of  housing  costs  in  the  Consumer 
Price  Index  for  the  twelve-month 
period  ending  the  preceding  March  31. 

DETERMINING  HOUSEHOLD  ELIGIBILITY 
AND  BENEFIT  LEVELS 

Period  of  application.  The  Act  re¬ 
quires  that  a  household’s  initial  bene¬ 
fits  be  issued  within  30  days  of  the 
filing  of  an  application  and  be  retroac¬ 
tive  to  the  period  of  application.  The 
Act  itself  does  not  define  the  period  of 
application.  However,  the  House 
Report  implies  that  the  Department 
should  review  various  accounting  peri¬ 
ods  for  eligibility  determinations  in¬ 
cluding  consideration  of  periods  of 
time  of  less  than  a  month. 

The  proposed  regulations  define  the 
period  of  application  as  the  calendar 
month  in  which  the  household  ap¬ 
plies.  The  household’s  initial  eligibility 
will  be  determined  based  on  income  re¬ 
ceived,  expenses  billed,  and  other  rel¬ 
evant  circumstances  during  the  month 
of  application.  The  calendar  month  is 
a  convenient,  easily  understood  and 
explained,  measure  of  time.  House¬ 
holds  customarily  incur,  budget  and 
pay  expenses  on  a  monthly  basis.  The 
month  of  application  provides  a  work¬ 
able  time  frame  within  which  to  deter¬ 
mine  household  income  and  expenses. 
However,  use  of  the  month  of  applica¬ 
tion  can  adversely  affect  certain 
households  which  have  no  income  at 
the  time  of  application,  but  are  antici¬ 
pating  income  later  in  the  month. 
Rather  than  alter  the  period  of  appli¬ 
cation  for  these  households,  to  concen¬ 
trate  benefits  only  in  the  that  portion 
of  month  when  they  are  without 
income,  the  Department  proposes  spe¬ 
cial  income  handling  rules  to  cover 
those  situations.  These  rules  are  de¬ 
scribed  in  the  preamble  under  the  sec¬ 
tion  entitled  “Destitute  households 
anticipating  income.” 

The  period  of  application  is,  in  most 
circumstances,  also  the  first  month  of 
the  household’s  certification  period. 
In  rare  instances,  the  household  may 
be  ineligible  for  the  period  of  applica¬ 
tion,  but  anticipate,  at  time  of  applica¬ 
tion,  changes  which  will  result  in  eligi¬ 
bility  for  subsequent  months,  such  as 
an  anticipated  loss  of  income.  In  those 
instances,  the  household  will  not  be 
required  to  return  in  the  subsequent 
month  to  file  a  new  application,  but 
may  be  both  denied  for  the  period  of 
application  and  certified  for  a  subse¬ 
quent  certification  period  based  on  a 
single  application.  In  this  way,  house¬ 
holds  do  not  have  to  file  an  additional 
application  and  the  State  agency  can 
save  administrative  time  and  cost.  Ad¬ 
ditionally,  if  income  is  expected  to 
change  from  one  month  to  another 
during  the  certification  period,  the 
State  agency  may  vary  the  house¬ 
hold’s  benefit  level  from  month  to 
month  within  that  certification  period 
rather  than  assigning  a  shorter  certifi¬ 
cation  period. 


Determining  income.  The  Act  re¬ 
quires  the  State  agencies  to  consider 
both  the  income  received  in  the  30 
days  prior  to  application  as  well  as  the 
income  anticipated  for  the  remainder 
of  the  certification  period  to  deter¬ 
mine  the  income  to  be  used  in  deter¬ 
mining  eligibility  and  the  level  of 
benefits.  According  to  the  House 
Report,  the  income  from  the  last  30 
days  is  used  “•  •  •  solely  to  find  out 
whether  the  income  actually  received 
in  those  30  days  offers  a  sufficiently 
strong  basis  to  predict  precisely  what 
income  would  be  actually  available  in 
the  upcoming  certification  period. 
•  •  •  The  past  is  thus  not  totally  ex¬ 
cluded  from  the  purview  of  the  certifi¬ 
er,  but  it  is  subordinate  to  the  central 
task  of  reasonably  predicting  the 
future  availability  of  funds.” 

The  regulations  continue  the  cur¬ 
rent  policy  of  basing  eligibility  and 
benefits  on  anticipated  income.  How¬ 
ever,  the  regulations  make  clear  that 
if  the  amount  or  date  of  receipt  of 
income  is  uncertain,  the  income 
should  not  be  counted.  Income  will  be 
counted  only  in  the  month  in  which  it 
is  received.  Averaging  of  income  over 
the  certification  period  is  permitted  at 
the  household’s  option,  provided  the 
difference  between  the  highest  and 
lowest  total  monthly  income  received 
during  the  certification  period  does 
not  exceed  $50.  The  greater  the  differ¬ 
ence  in  monthly  income,  the  greater 
the  likelihood  that  benefit  levels  based 
on  average  monthly  income  would  not 
be  representative  of  the  household’s 
food  needs  in  any  given  month.  While 
the  Department  proposes  that  $50  be 
used  to  determine  when  averaging 
may  be  used,  it  will  monitor  the  effec¬ 
tiveness  of  that  choice  in  balancing 
household  and  administrative  conve¬ 
nience  against  the  importance  of  fo¬ 
cusing  on  exact  monthly  income. 

The  Act  provides  different  require¬ 
ments  for  determining  the  income  of 
students  and  those  households  which 
derive  annual  income  in  periods  of 
time  shorter  than  one  year,  such  as 
certain  self-employed  persons  and 
teachers.  Students  receiving  deferred 
education  loans,  scholarships,  or  other 
such  lump-sum  education  payments 
shall  have  that  income  averaged  over 
the  period  it  is  intended  to  cover. 

For  the  self-employed  and  those 
under  contract  which  derive  annual  in¬ 
comes  in  periods  less  than  a  year,  the 
Act  requires  that  income  be  averaged 
over  twelve  months.  To  attribute  the 
annual  income  of  these  households 
only  in  the  months  received  would 
result  in  overstating  their  financial 
circumstances  when  the  income  is  re¬ 
ceived,  since  it  must  be  used  not  only 
for  expenses  that  month  but  also  for 
expenses  in  future  non-income 
months.  Similarly,  it  would  understate 
their  financial  circumstances  in  the 
non  income  months.  A  farmer  who 


sells  one  crop  each  year  does  not 
spend  the  income  from  that  crop  only 
in  the  month  received.  Therefore,  the 
regulations  propose  that  the  gross 
income  from  the  sale  of  the  crop, 
minus  the  cost  of  producing  that  crop, 
be  averaged  over  the  next  twelve 
months.  The  regulations  propose  the 
use  of  past  income  and  costs  for  these 
households  as  it  is  the  net  income 
from  the  sale  of  the  most  recent  crop 
which  the  household  actually  has 
available  to  defray  current  expenses, 
not  the  anticipated  profit  from  the 
sale  of  a  future  crop. 

Determining  deductions.  On  Novem¬ 
ber  30,  1977,  the  Department  pub¬ 
lished  final  rules  (42  FR  60916)  which 
changed  FNS  provisions  for  determin¬ 
ing  allowable  deductions  as  far  as  util¬ 
ity  and  heating  costs  are  concerned. 
Those  regulations  allowed  the  costs  of 
utilities  on  an  “as  billed”  basis  (rather 
than  the  previous  "as  paid”  method) 
in  calculating  excess  shelter  costs.  For 
the  kinds  of  expenses  that  are  allowed 
as  deductions  under  the  new  Act, 
“paying”  and  “billing”  are  virtually 
synonymous.  Additionally,  it  is  easier 
to  verify  a  bill  as  opposed  to  verifying 
when  the  bill  was  in  fact  paid.  The  “as 
billed”  approach  is  more  convenient 
for  program  participants  and  adminis¬ 
ters  alike.  Expenses  billed  on  other 
than  a  monthly  basis  shall  be  aver¬ 
aged  forward  over  the  period  the  bill¬ 
ing  is  intended  to  cover  or  deducted  at 
the  household’s  option  in  the  month 
billed.  The  household  cannot  claim  an 
expense  more  than  once,  even  if  billed 
more  than  once.  The  regulation  also 
proposes  that  households  may  elect  to 
have  expenses  averaged  over  the  certi¬ 
fication  period  if  the  anticipated  dif¬ 
ference  between  the  highest  and 
lowest  amounts  if  $25  or  less.  This 
household  option  should  simplify  the 
certification  process.  To  ensure  more 
equitable  treatment  among  house¬ 
holds  with  similar  financial  circum¬ 
stances  an  expense  will  not  be  deduct¬ 
ible  if  covered  by  vendor  payments  or 
reimbursements.  If  otherwise  deduct¬ 
ible  expenses  were  allowed  to  house¬ 
holds  meeting  these  expenses  through 
a  vendor  payment  or  reimbursement, 
these  households  would,  in  effect,  re¬ 
ceive  a  double  benefit. 

Determining  eligibility  and  benefits. 
The  proposed  regulations  provide  cer¬ 
tain  criteria  for  rounding  computa¬ 
tions  in  eligibility  calculations.  All 
cents  shall  be  dropped  at  various 
stages  in  the  computation,  with  the 
exception  of  shelter  expenses.  Exact 
shelter  costs  will  be  computed  and  any 
cents  in  the  total  figure  will  then  be 
dropped  prior  to  subtracting  from  50 
percent  of  income.  It  was  determined 
that  use  of  whole  dollars  except  in 
shelter  computations  would  facilitate 
the  income  calculation  process  with¬ 
out  significantly  affecting  households. 
However,  because  of  the  number  of 
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components  included  in  shelter  com¬ 
putations,  rounding  each  shelter  ex¬ 
pense  down,  and  then  summing  them, 
could  reduce  the  total  figure  by  sever¬ 
al  dollars. 

Destitute  households  anticipating 
income.  The  proposed  regulations  pro¬ 
vide  for  special  eligibility  and  benefit 
calculation  procedures  for  households 
which  have  no  current  income,  but 
which  anticipate  income  from  a  new 
source  during  the  month.  Without 
these  procedures  temporarily  destitute 
households  could  be  without  income 
and  coupons  for  that  portion  of  the 
month  when  the  need  for  food  assis¬ 
tance  is  the  greatest.  For  example,  a 
household  may  anticipate  income 
from  a  new  job  late  in  a  month,  but 
have  no  income  at  the  time  of  applica¬ 
tion.  Basing  eligibility  and  benefits  on 
total  anticipated  monthly  income 
could  result  in  the  household  being  in¬ 
eligible  for  the  month  or  in  providing 
too  few  coupons  to  meet  food  needs 
until  the  income  from  the  new  job  is 
received. 

The  House  Report  indicates  that  one 
method  of  meeting  the  needs  of  desti¬ 
tute  households  which  anticipate 
income  later  in  the  month  would  be  to 
expand  the  rules  currently  applicable 
to  destitute  migrants  under  the  Gu¬ 
tierrez  v.  Butz,  415  F.  Supp  827  (D.C. 
1976)  court  order.  The  Gutierrez  pro¬ 
cedures  require  a  half-month  certifica¬ 
tion  for  newly  arrived  destitute  mi¬ 
grants  anticipating  income  prior  to  the 
15th  of  the  month,  and  the  disregard 
of  that  initial  payment  for  the  first 
period  of  eligibility.  Destitute  mi¬ 
grants,  under  that  order,  receive  a  half 
or  full  month  allotment  at  no  cost,  de¬ 
pending  on  how  late  in  the  month 
they  anticipate  income  from  a  new 
source. 

The  Department  has  determined 
that  the  continuation  of  these  proce¬ 
dures  is  inappropriate  under  the  new 
Act.  The  Gutierrez  court  was  con¬ 
cerned  with  situations  in  which  the 
anticipation  of  income  resulted  in 
coupon  purchase  requirements  which 
destitute  migrants  could  not  pay  since 
the  income  was  not  currently  avail¬ 
able.  The  purchase-requirement,  how¬ 
ever,  will  be  eliminated  under  the  1977 
Act  and  proposed  regulations.  More¬ 
over,  these  proposed  regulations  speci¬ 
fy  that  only  reasonably  anticipated 
income  may  be  counted  in  determining 
eligibility. 

The  total  disregard  of  income  from  a 
new  source,  particularly  if  the  house¬ 
hold  anticipates  receipt  within  a  few 
days,  would  significantly  understate 
the  household’s  financial  circum¬ 
stances  for  the  month  compared  to  an¬ 
other  household  anticipating  the  same 
amount  of  income,  but  from  a  recur¬ 
ring  source.  In  addition,  continuation 
of  the  Gutierrez  half-month  certifica¬ 
tion  periods  is  complicated  because  the 
standard  deduction  and  shelter  and 
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dependent  care  limits  are,  by  law, 
monthly  amounts.  It  is  unclear  if 
these  amounts  would  be  divided  be¬ 
tween  the  two  half -month  periods  or 
applied  only  in  the  period  in  which 
income  is  received.  Eligibility  limits 
and  processing  standards  make  half¬ 
month  certifications  a  further  admin¬ 
istrative  problem.  While  some  house¬ 
holds  would  benefit,  others,  such  as 
those  households  applying  only  in  the 
second  half  of  the  month,  would  lose 
benefits  under  half-month  certifica¬ 
tion.  Finally,  even  with  half-month 
certification  periods,  the  household 
anticipating  significant  income  toward 
the  very  end  of  the  certification  period 
could  be  determined  ineligible  or  be 
eligible  for  only  a  minimal  amount  of 
benefits. 

In  light  of  all  these  factors,  the  De¬ 
partment  proposes  a  special  eligibility 
and  benefit  calculation  which  provides 
destitute  households  with  coupons  for 
periods  of  the  month  when  they  are 
without  income.  The  proposed  proce¬ 
dures  preserve  the  responsiveness  of 
the  program  to  households  in  special 
need  while  also  applying  these  proce¬ 
dures  to  nonmigrant  households. 

Under  the  special  income  calculation 
procedure,  the  food  stamp  adjusted 
net  income  is  calculated  using  month¬ 
ly  income  and  expense  figures.  Howev¬ 
er,  the  amount  of  the  food  stamp 
benefit  level  received  by  the  house¬ 
hold  is  dependent  on  the  household’s 
adjusted  net  income  and  on  the  day  in 
the  month  income  from  a  new  source 
is  anticipated  to  be  received. 

For  purpose*  of  the  special  income 
procedure,  the  month  is  divided  into 
two  distinct  periods.  The  first  period 
encompasses  the  time  in  which  the 
household  is  without  the  new  income 
(the  pre-income  period);  the  second 
(the  post-income  period)  includes  that 
portion  of  the  month  in  which  the 
new  income  is  anticipated  to  be  re¬ 
ceived.  For  administrative  convenience 
in  determining  how  much  of  the 
month  will  fall  into  the  pre- income 
and  post-income  periods,  the  month  is 
divided  into  four  quarters  (lst-7th, 
8th-15th,  16th-22nd,  23rd-the  end  of 
the  month).  The  pre-income  period 
will  take  into  account  those  quarter(s) 
prior  to  anticipated  receipt  of  income. 
The  post-income  period  will  encom¬ 
pass  the  quarter  in  which  the  new 
income  is  received  and  all  subsequent 
quarters  remaining  in  the  month.  For 
example,  if  income  from  the  new 
source  is  anticipated  on  the  10th  of 
the  month,  the  pre-income  period 
would  consist  of  one  quarter  (1-7)  and 
the  post-income  period  would  include 
three  quarters  (8-15,  16-22,  23-end  of 
the  month).  The  allotment  levels  are 
then  distributed  evenly  over  these 
quarters,  i.e.,  one  quarter  corresponds 
to  V4  an  allotment,  two  quarters  com¬ 
pares  with  Vi,  three  quarters  corre¬ 
sponds  with  %  and  four  quarters 


equals  a  fully  Thrifty  Food  Plan  allot¬ 
ment. 

In  determining  the  household's  enti¬ 
tlement  to  benefits,  the  State  agency 
would  first  compute  the  adjusted  net 
income  in  the  normal  fashion  (gross 
monthly  income  minus  allowable  ex¬ 
clusions  and  deductions  equals  the 
food  stamp  adjusted  net  income).  The 
adjusted  net  income  will  then  be  mul¬ 
tiplied  by  30  percent,  as  is  also  normal¬ 
ly  the  case  in  figuring  food  stamp 
benefits  levels. 

In  a  normal  income  computation  the 
resulting  amount  is  then  subtracted 
from  the  monthly  cost  of  the  Thrifty 
Food  Plan  to  determine  the  house¬ 
hold’s  benefit  level.  It  is  here,  howev¬ 
er,  that  a  somewhat  different  proce¬ 
dure  is  followed  for  the  special  house¬ 
holds.  The  amount  equal  to  30  percent 
of  the  household’s  net  income  is  com¬ 
pared  to  that  portion  of  the  Thrifty 
Food  Plan  (Vi,  Vi,  or  %)  that  corre¬ 
sponds  to  the  number  of  quarters  in 
the  household’s  post-income  period.  If 
the  amount  equal  to  30  percent  of  net 
income  exceeds  the  portion  of  the 
Thrifty  Food  Plan  corresponding  to 
the  number  of  quarters  in  the  post¬ 
income  period,  then  the  household  re¬ 
ceives  no  benefits  for  the  post-income 
period,  but  receives  full  benefits  for 
the  pre-income  period.  This  is  accom¬ 
plished  simply  by  providing  the  house¬ 
hold  with  an  allotment  equal  to  the 
portion  of  the  Thrifty  Food  Plan  that 
corresponds  to  the  number  of  quarters 
in  the  pre-income  period. 

For  example,  assume  a  one-person 
household  expects  to  receive  income 
from  a  new  source  in  the  fourth  quar¬ 
ter  of  the  month,  and  has  no  other 
income  for  the  month.  The  household 
thus  has  a  pre-income  period  of  three 
quarters  and  a  post-income  period  of 
one  quarter.  Also  assume  that  the 
amount  of  income  expected  from  the 
new  source,  after  exclusions  and  de¬ 
ductions,  is  $140.  The  $140  is  multi¬ 
plied  by  30  percent  to  yield  an  amount 
of  $42.  This  amount  of  $42  is  com¬ 
pared  to  one  quarter  of  the  Thrifty 
Food  Plan  for  a  one-person  household, 
or  $13.  Since  the  $42  exceeds  $13,  the 
household  is  not  entitled  to  benefits 
for  the  final  quarter  of  the  month 
(the  post-income  period),  but  it  is  enti¬ 
tled  to  full  benefits  for  the  other  three 
quarters  (the  pre-income  period).  The 
household  receives,  for  these  other 
three  quarters,  %  or  the  Thrifty  Food 
Plan  for  a  one-person  household,  or 
$39.  This  will  provide  the  household 
with  food  until  the  new  income  is  ac¬ 
tually  available. 

Had  benefits  for  this  same  house¬ 
hold  been  calculated  in  the  normal 
fashion,  the  household  would  have  re¬ 
ceived  only  $10  in  benefits.  This  spe¬ 
cial  income  calculation  procedure  thus 
is  responsive  to  the  needs  of  house¬ 
holds  that  otherwise  might  have  re¬ 
ceived  few  if  any  food  stamps  during  a 
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period  when  they  actually  had  no 
income  with  which  to  buy  food. 

It  should  be  noted  that  if  the  State 
agency  finds  that  30  percent  of  the 
household’s  net  income  for  the  month 
is  equal  to  or  less  than  the  portion  of 
the  Thrifty  Pood  Plan  corresponding 
to  the  number  of  quarters  in  the  post¬ 
income  period,  then  no  special  calcula¬ 
tion  is  needed.  In  such  instances,  the 
household’s  benefits  can  be  figured  in 
the  normal  fashion.  For  example, 
assume  that  a  one-person  household  is 
expecting  net  income  of  $30  from  a 
new  source  in  the  fourth  quarter.  The 
houshold  has  a  pre-income  period  of 
three  quarters  and  a  post-income 
period  of  one  quarter.  The  $30  of  net 
income  is  multiplied  by  30  percent  to 
yield  an  amount  of  $9.  This  amount  is 
compared  to  one-quarter  of  the 
Thrifty  Food  Plan  for  a  one-person 
household,  or  $13.  Since  $9  is  less  than 
$13,  no  special  income  calculation  is 
necessary.  The  $9  is  simply  substract- 
ed  in  the  normal  fashion  from  the  full 
Thrifty  Food  Plan  level  of  $52,  and 
the  household’s  benefits  are  $43.  No 
special  calculation  is  used  in  this  situa¬ 
tion  because  it  would  not  make  any 
difference.  If  the  household  had  re¬ 
ceived  the  difference  between  $13  (one 
quarter  of  the  Thrifty  Food  Plan)  and 
$9  for  the  post-income  period,  and  also 
received  three-quarters  of  the  Thrifty 
Food  Plan  ($39)  for  the  pre-income 
period,  it  would  end  up  with  exactly 
the  same  benefit  level  of  $43. 

Households  that  have  no  income  at 
the  time  of  application  for  food 
stamps  because  they  have  recently  lost 
their  sole  source  of  income,  but  that 
did  receive  final  income  from  this 
source  earlier  in  the  month,  are  eligi¬ 
ble  for  expedited  service  but  are  not 
eligible  for  the  special  income  calcula¬ 
tion.  The  Department  has  chosen  not 
to  provide  these  households  with  a 
special  calculation  of  their  income, 
since  income  received  early  in  the 
month  is  as  available  for  the  remain¬ 
der  of  the  month  for  these  households 
as  for  households  receiving  like 
amount  from  sources  which  have  not 
been  terminated. 

Thrifty  Food  Plan.  The  Act  bases 
benefits  on  the  value  of  the  Thrifty 
Food  Plan  reduced  by  30  percent  of 
household  income.  The  value  of  this 
plan,  as  the  Act  specifies,  is  the  cost  of 
the  “  *  •  •  diet  required  to  feed  a 
family  of  four  persons,”  taking  into  ac¬ 
count  adjustments  for  different  size 
families.  The  Act  requires  that  the 
Secretary  make  cost  adjustments  for 
Alaska  and  Hawaii  to  reflect  the  cost 
of  food  in  those  States.  The  Act  pro¬ 
vides  that  a  Thrifty  Food  Plan  for 
Alaska  and  Hawaii  may  be  higher 
than  the  amount  in  the  other  48 
States.  The  Thrifty  Food  Plan  for 
Guam,  Puerto  Rico,  and  the  Virgin  Is¬ 
lands  will  also  be  adjusted  to  reflect 
the  cost  of  food  in  those  areas,  pro¬ 


vided  that  their  Thrifty  Food  Plans 
not  exceed  the  cost  of  food  for  the  50 
States.  The  Thrifty  Food  Plan,  by  law, 
shall  be  adjusted  semiannually  to  re¬ 
flect  increases  in  the  price  of  food. 
The  semiannual  adjustments  shall  be 
rounded  to  the  nearest  whole  dollar. 

Certification  periods.  For  the  most 
part,  the  Act  places  into  law  current 
policy  regarding  the  length  of  certifi¬ 
cation  periods.  This  current  policy 
places  emphasis  on  the  probability  of 
changes  in  household  circumstances. 
Under  the  proposed  regulations,  the 
minimum  certification  period  will  be 
one  month  and  the  maximum  will 
remain  one  year.  “ 

In  accord  with  the  intent  expressed 
in  the  House  Report,  it  is  proposed 
that  all  households  be  assigned  the 
longest  certification  period  possible  in 
light  of  household  circumstances.  As  a 
general  rule,  short  certification  peri¬ 
ods  create  an  administrative  burden 
upon  State  agency  staff  and  result  in 
unnecessary  inconvenience  to  partici¬ 
pating  households.  Given  the  inconve¬ 
nience  to  households,  especially  in 
rural  areas  where  distance  and  trans¬ 
portation  problems  create  additional 
hardships,  the  Department  believes 
that  households  should  not  be  sched¬ 
uled  for  recertification  any  more  often 
than  is  absolutely  necessary,  as  deter¬ 
mined  by  individual  circumstances. 
Consequently,  these  regulations  pro¬ 
pose  that,  at  the  time  of  certification, 
the  State  agency  may  increase  certifi¬ 
cation  periods  of  three  months  or  less 
by  one  month,  if  the  certification  pro¬ 
cess  is  completed  after  the  15th  day  of 
the  month  of  application.  For  exam¬ 
ple,  if  a  household  makes  application 
in  January  and  a  determination  of  eli¬ 
gibility  is  not  completed  until  the  end 
of  that  month  or  early  February,  the 
certification  period  should  include 
both  January  and  February,  if  it  ap¬ 
pears  the  household  is  also  eligible  for 
February  benefits.  This  one  month  in¬ 
crease  will  postpone  the  household’s 
return  to  the  certification  office  and 
will  lessen  the  State  agency’s  adminis¬ 
trative  burden. 

The  Act  provides  that  certification 
periods  shall  not  be  less  than  three 
months  except  for  households  where 
there  is  a  “•  *  *  substantial  likelihood 
of  frequent  and  significant  changes  in 
income  or  household  status  •  •  •”  The 
Department  believes  that  the  assign¬ 
ment  of  certification  periods  of  less 
than  three  months  may  be  appropri¬ 
ate  for  the  following  types  of  house¬ 
holds:  Migrant  farm  workers,  especial¬ 
ly  when  they  initially  arrive  at  a  work¬ 
site  or  when  employment  opportuni¬ 
ties  are  uncertain;  strikers;  initial  ap¬ 
plicants  whose  circumstances  are  sub- 


“The  House  Report  indicated  that  even 
for  public  or  general  assistance  households 
the  maximum  certification  period  should  be 
one  year. 


ject  to  change;  and  any  other  house¬ 
hold  with  extremely  uncertain  circum¬ 
stances.  Those  procedures  are  de¬ 
scribed  in  §  273.10(f)(3). 

Additionally,  State  agencies  have,  in 
the  past,  encountered  many  difficul¬ 
ties  coordinating  the  reviews  of  public 
assistance  (PA)  and  general  assistance 
(GA)  households  with  recertification 
interviews  for  food  stamps. 

Those  State  agencies  which  review 
the  PA/GA  caseload  on  a  timely  basis 
may  assign  definite  certification  peri¬ 
ods  which  expire  the  month  after  the 
PA/GA  review.  Most  AFDC  house¬ 
holds  will  therefore,  receive  a  7-month 
certification  period. 

However,  for  those  State  agencies 
which,  due  to  staffing  problems  or 
other  difficulties,  are  unable  to  accu¬ 
rately  predict  the  month  in  which 
each  PA/GA  review  will  be  conducted, 
the  Department  proposes  the  follow¬ 
ing  method  of  assigning  certification 
periods.  Upon  approval  for  PA/GA 
and  food  stamps,  the  household  will 
be  notified  that  its  certification  period 
will  expire  the  month  after  the  next 
PA/GA  review,  or  in  one  year,  which¬ 
ever  comes  first.  Since  a  definite  expi¬ 
ration  date  is  not  assigned,  the  food 
stamp  certification  period  will  not 
expire  in  advance  of  the  PA/GA 
review  date,  unless  that  review  is  not 
done  within  a  year.  In  that  event,  re¬ 
certification  of  food  stamps  must  be 
accomplished  prior  to  the  continu¬ 
ation  of  food  stamp  benefits.  However, 
under  usual  circumstances,  the  PA/ 
GA  review  will  be  accomplished  within 
a  year  and  the  household  will  com¬ 
plete  a  joint  interview  for  the  PA/GA 
review  and  the  food  stamp  recertifica¬ 
tion. 

To  comply  with  the  requirement  for 
notices  of  expiration  for  PA/GA 
households,  as  explained  in  section 
273.14(b),  it  is  essential  that  State 
agencies  develop  a  system  for  deter¬ 
mining,  in  advance,  when  a  certifica¬ 
tion  period  will  end.  State  agencies 
must  also  develop  a  system  for  com¬ 
pleting  the  recertification  in  time  to 
prevent  an  interruption  in  food  stamp 
benefits.  The  assignment  of  certifica¬ 
tion  periods  that  expire  the  month 
after  the  month  of  the  PA/GA  review- 
should  enable  State  agencies  to  accom¬ 
plish  timely  recertifications.  In  addi¬ 
tion,  State  agencies  should  use  safe¬ 
guards  to  ensure  that  food  stamp  eligi¬ 
bility  and  basis  of  issuance  are  exam¬ 
ined  each  time  a  PA/GA  grant  is 
changed  or  terminated. 

The  Department  proposes  retaining 
the  maximum  one  year  certification 
period  for  all  households  consisting 
entirely  of  elderly  or  disabled  mem¬ 
bers  whose  income  and  other  circum¬ 
stances  are  not  likely  to  change. 

Certification  notices  to  households. 
The  proposed  regulations  make  specif¬ 
ic  references  to  notices  which  must  be 
sent  to  applicants  and  participants. 
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The  proposed  regulations  specify  the 
information  which  must  be  included 
on  such  notices  and  when  they  must 
be  sent.  In  addition,  the  Department  is 
currently  working  with  a  private  con¬ 
tractor  to  develop  model  notices  for 
use  by  State  agencies.  Deviations  from 
use  of  the  model  forms  will  be  granted 
only  under  the  same  conditions  as 
would  permit  a  deviation  on  the  appli¬ 
cation  form.  (See  “Application  pro¬ 
cessing”  in  this  preamble.) 

Identification  cards.  In  response  to 
concerns  about  the  lack  of  security 
over  the  identification  (ID)  cards,  the 
proposed  regulations  would  require 
that  ID  cards  be  serialized  and  han¬ 
dled  by  the  State  agency  as  account¬ 
able  documents.  The  ID  cards  should 
contain  the  names  of  persons  most 
likely  to  use  the  card  to  obtain  food 
coupons. 

The  proposed  regulations  allow 
State  agencies  to  use  photo  ID  cards, 
if  the  household  consents.  The  unwill¬ 
ingness  or  inability  to  be  photo¬ 
graphed  will  not  affect  eligibility  or 
benefit  levels. 

CERTIFYING  HOUSEHOLDS  WITH  SPECIAL 
INCOME  CIRCUMSTANCES 

Self-employed  households.  The  new 
Act  continues  the  current  regulatory 
provision  of  excluding  the  costs  of  pro¬ 
ducing  self-employment  income.  The 
kinds  of  expenses  that  are  currently 
allowable  as  a  cost  of  producing  self- 
employment  income  have  remained 
basically  the  same  under  the  proposed 
regulations,  with  two  exceptions. 

The  Department  proposes  to  count 
depreciation  as  an  allowable  cost  of 
producing  self-employment  income.26 
The  House  Reports  suggests  that  sim¬ 
plified  schedules  of  depreciation  “cov¬ 
ering  entire  categories  of  equipment," 
be  provided  for  administrative  ease. 
The  Department  proposes  to  base  de¬ 
preciation  on  the  household’s  federal 
tax  form,  regardless  of  whether  the 
household  claimed  a  straight-line  or 
accelerated  form  of  depreciation.  After 
reviewing  IRS  rules  on  depreciation, 
the  Department  decided,  for  adminis¬ 
trative  ease  and  the  convenience  of  ap¬ 
plicants,  to  rely  strictly  on  amounts 
claimed  for  federal  income  tax  pur¬ 
poses.  In  cases  where  the  federal  tax 
form  is  not  available,  the  proposed 
regulations  provide  a  calculation 
methodology  for  depreciation  using 
IRS  guidelines  (the  Asset  Depreciation 
Range  tables)  for  assigning  the  useful 
life  of  the  asset.  The  Department  will 

“The  House  Report  indicates  that  the 
Department  should  allow  depreciation  since 
“•  *  *  some  factor  for  wear  and  tear  of  ma¬ 
chinery  and  buildings,  obsolescence  and  ac¬ 
crued  replacement  costs  should  be  inherent 
in  doing  business,  •  •  •  (although)  the  accel¬ 
erated  forms  of  depreciation  afforded  under 
the  Internal  Revenue  Code  as  a  matter  of 
legislative  grace  would  not  necessarily  con¬ 
stitute  costs  of  doing  business  •  • 


supply  State  agencies  with  appropri¬ 
ate  depreciation  tables.  The  second 
change  from  the  current  rules  is  the 
proposal  to  compensate  self-employed 
households  for  taxes,  retirement  costs, 
and  other  work-related  personal  ex¬ 
penses  (such  as  transportation  to  and 
from  work)  through  the  20  percent 
earned  income  deduction  rather  than 
allowing  itemized  exclusions  as  a  cost 
of  producing  self-employment  income. 
This  approach  is  endorsed  by  the 
House  Report  and  simplifies  and  expe¬ 
dites  the  calculation  of  these  costs. 

Households  with  hoarders.  The 
House  Report  states  that  since  “*  •  • 
the  income  received  from  a  boarder 
for  meals  or  meals  and  lodging  would 
be  self-employment  income  *  •  •” 
there  would  be  an  income  exclusion 
for  the  expenses  incurred  in  producing 
•that  income  •  *  For  households 
that  own  and  operate  a  commercial 
boarding  house,  the  Department  pro¬ 
poses  that  the  cost  of  producing 
income  be  calculated  in  the  same 
manner  as  any  other  self-employed 
household.  However,  since  many 
households  with  boarders  may  not 
keep  itemized  records  of  the  cost  of 
providing  meals,  the  Department  pro¬ 
poses  that  the  value  of  the  Thrifty 
Food  Plan  for  a  household  size  that  is 
equal  to  the  number  of  boarders  be 
used  as  the  cost  of  producing  the 
income,  unless  the  household  can  dem¬ 
onstrate  higher  actual  costs.  This  ap¬ 
proach  is  endorsed  by  the  House 
Report  and  will  expedite  the  certifica¬ 
tion  process. 

Boarders  as  households.  The  Act 
specifies  that  a  boarder  may  be  eligi¬ 
ble  as  a  food  stamp  household  as  long 
as  the  boarder  is  not  a  resident  of  a 
boardinghouse.  The  Department  pro¬ 
poses  that  the  boarder  household  re¬ 
ceive  a  deduction  for  identifiable  shel¬ 
ter  costs  or,  if  it  makes  a  single  pay¬ 
ment  for  both  room  and  board,  for  the 
amount  of  the  boarder  payment  which 
exceeds  a  reasonable  payment  for 
board,  as  defined  in  §  273.1(b)(ii). 

Treatment  of  income  and  resources 
of  a  disqualified  member.  Under  the 
new  Act,  individuals  can  be  disquali¬ 
fied  for  fraud  or  for  failure  to  comply 
with  the  student  work  registration  re¬ 
quirement  during  the  school  year.  Al¬ 
though  the  House  Report  states  that 
the  income  and  resources  of  disquali¬ 
fied  members  are  to  be  excluded.  Sen¬ 
ator  Dole  subsequently  pointed  out 
( Congressional  Record,  September  9, 
1977;  S.  14578)  that  it  was  not  intend¬ 
ed  that  a  household  benefit  if  one  or 
more  of  its  member  was  disqualified 
for  fraud.  Disallowing  the  income  and 
resources  of  disqualified  persons 
would  significantly  hinder  the  Depart¬ 
ment’s  ability  to  deter  fraud  or  non- 
compliance  with  the  student  work  reg¬ 
istration  requirements.  Since  the  head 
of  the  household  and  primary  wage 
earner  will,  in  most  cases,  be  the  indi¬ 


vidual  disqualified,  excluding  that 
income  would  leave  the  remaining 
household  members  w’ith  increased 
benefits.  As  a  result,  the  household 
and  the  disqualified  individual  could 
benefit  by  intentionally  defrauding 
the  program  or  intentionally  failing  to 
comply  with  the  student  work  regis¬ 
tration  requirements.  The  Department 
believes  that  adoption  of  such  a  policy 
could  serve  to  encourage  fraud  and 
noncompliance  with  the  student  work 
registration  requirements  and  would 
thus  contravene  the  intent  of  the  Act. 
The  Department  is,  therefore,  propos¬ 
ing  that  a  pro  rata  share  of  the  income 
of  the  disqualified  member  be  counted 
when  determining  the  eligibility  of  the 
remaining  members. 

This  pro  rata  share  is  calculated  by 
subtracting  allowable  exclusions  from 
the  disqualified  member’s  income  and 
dividing  this  amount  evenly  among 
the  household  members,  including  the 
disqualified  member.  All  but  the  dis¬ 
qualified  member’s  share  is  counted  as 
income  to  the  remaining  members.  In 
addition,  the  Department  proposes 
that  any  allowable  shelter  or  depen¬ 
dent  care  expenses  paid  by  or  billed  to 
the  disqualified  member  be  prorated 
in  the  same  way  that  the  income  is 
prorated.  If  the  prorated  income  was 
earned  by  the  disqualified  member, 
the  household  would  also  receive  the 
20  percent  earned  income  deduction. 

Under  the  proposal,  the  remaining 
members  would  not  be  provided  a 
notice  of  adverse  action,  if  the  benefits 
are  reduced  or  terminated  within  the 
certification  period  because  one  of  the 
households  members  has  been  dis¬ 
qualified  for  fraud.  The  rationale  for 
not  providing  a  notice  of  adverse 
action  in  these  cases  is  discussed  in 
“Notice  of  Adverse  Action.” 

Treatment  of  income  and  resources 
of  other  nonhousehold  members.  The 
Department  proposes  that  the  income 
and  resources  of  all  nonhousehold 
members,  except  disqualified  mem¬ 
bers,  be  entirely  disregarded.  Since  the 
ineligibility  of  certain  aliens,  tax  de¬ 
pendents,  and  SSI  recipients  in  cash¬ 
out  States  is  predetermined  by  the  Act 
and  is  not  intended  to  be  a  penalty, 
the  Department  believes  no  penalty 
should  be  suffered  by  the  remaining 
eligible  household  members  by  having 
a  pro  rata  share  of  the  ineligible  mem¬ 
ber’s  income  counted. 

Addicts  and  alcoholics.  The  pro¬ 
posed  regulations  permit  participation 
by  narcotics  addicts  or  alcoholics  who 
reside  in  a  treatment  and  rehabilita¬ 
tion  center,  in  accordance  with  provi¬ 
sions  of  the  Act.  As  recommended  by 
the  House  Report,  the  proposed  regu¬ 
lations  continue  the  current  provision 
that  requires  the  center  to  designate 
an  authorized  representative  to  apply 
on  behalf  of  the  addict  or  alcoholic 
and  to  spend  the  coupon  allotment  for 
the  meals  of  such  addict  or  alcoholic. 
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The  proposed  regulations  place  re¬ 
sponsibility  upon  the  institution  for 
providing  the  appropriate  information 
at  certification  and  for  the  accurate 
and  prompt  reporting  of  changes  in 
household  circumstances.  The  regula¬ 
tions  hold  the  institution  liable  for 
food  coupons  held  on  behalf  of  resi¬ 
dent  participants  and  for  all  overis¬ 
suances.  The  proposed  regulations  au¬ 
thorize  FNS  to  disqualify  the  institu¬ 
tion  as  an  authorized  firm  when  a 
finding  is  made  that  the  institution 
has  misappropriated  coupon  allot¬ 
ments  or  has  used  the  coupons  for 
purposes  other  than  for  food  for  its 
household. 

Narcotics  addicts  or  alcoholics  resid¬ 
ing  in  a  drug  addict  or  alcoholic  treat¬ 
ment  center  will  be  entitled  to  one 
half  of  their  authorized  coupon  allot¬ 
ment  upon  leaving  the  treatment  pro¬ 
gram  prior  to  the  16th  day  of  the  al¬ 
lotment  month.  Since  a  coupon  allot¬ 
ment  is  an  entitlement  of  the  house¬ 
hold,  not  the  institution,  it  is  appropri¬ 
ate  that  there  be  some  return  to  the 
household.  A  prorated  return  based  on 
the  exact  number  of  days  a  household 
resided  in  an  institution  was  discarded. 
That  approach  would  require  compli¬ 
cated  calculations  and  ignores  the  fact 
that  centers  need  to  purchase  food  for 
future  meals  to  take  advantage  of 
economies  of  scale. 

In  addition,  the  proposed  regula¬ 
tions  state  that  addicts  or  alcoholics 
residing  in  an  authorized  treatment 
and  rehabilitation  program  are  enti¬ 
tled  to  notice  of  adverse  action,  fair 
hearings,  and  lost  benefits  in  the  same 
manner  as  any  other  food  stamp 
household. 

REPORTING  CHANGES 

Household  responsibility  to  report 
The  Act  gives  the  Secretary  discretion 
in  the  area  of  reporting  requirements. 
Departmental  regulations  have,  in  the 
past,  required  households  to  report 
changes  of  $25  or  more  in  income  or 
deductions  to  the  State  agency  within 
ten  days  of  the  date  the  change  be¬ 
comes  known  to  the  household.  This 
policy  was  adopted  because  the  cur¬ 
rent  income  brackets  are  in  incre¬ 
ments  of  $10.  Therefore,  changes  of 
less  than  $25  frequently  do  not  affect 
the  household’s  level  of  benefits.  Addi¬ 
tionally,  State  agencies  could  avoid  di¬ 
verting  administrative  time  to  process 
insignificant  changes  that  did  not 
affect  household  benefit  levels. 

However,  it  has  been  brought  to  the 
Department’s  attention  that  the  $25 
reporting  requirement  is  difficult  for 
households  to  understand  and  caur.es 
confusion.  For  example,  if  the  house¬ 
hold  has  two  sources  of  income  each 
of  which  increases  by  $13,  those 
changes  cumulatively  exceed  $25  and 
must  be  reported  under  current  regu¬ 
lations.  Most  households  would,  how¬ 
ever,  look  at  each  change  separately 


and  fail  to  report  them  as  each  is 
under  $25. 

In  addition,  the  $25  rule  does  not 
conform  to  AFDC  reporting  rules 
which  require  that  all  changes  be  re¬ 
ported.  Therefore,  PA  households  are, 
in  effect,  required  to  report  all 
changes  while  nonassistance  house¬ 
holds  are  required  to  report  only  those 
changes  over  $25.  This  results  in  dispa¬ 
rate  treatment  between  assistance  and 
nonassistance  households. 

The  Department  proposes  that 
households  be  required  to  report  all 
changes  in  income.  This  proposal  is 
consistent  with  AFDC  income  report¬ 
ing  requirements  and  can  be  readily 
understood  by  households.  Since  even 
the  smallest  change  in  Income  can 
affect  the  household’s  benefits  under 
the  30  percent  benefit  reduction  rate, 
this  policy  also  assures  that  benefits 
are  determined  by  the  statutory  for¬ 
mula. 

In  addition  to  public  comment  on 
the  proposed  regulatory  provision  for 
reporting  of  and  State  action  on  all 
income  changes,  the  Department  solic¬ 
its  public  comment  on  two  alternative 
requirements  which  are  also  under 
consideration: 

1.  The  household  reports  all  income 
changes,  but  the  state  agency  does  not 
have  to  act  on  monthly  changes  of  $10 
or  less.  Action  would  be  required  when 
a  single  change  in  income  was  more 
than  $10,  when  multiple  changes  cu¬ 
mulatively  exceed  $10,  or  at  recertifi¬ 
cation,  whichever  is  earlier. 

2.  The  household  is  only  required  to 
report  monthly  changes  in  income  of 
$20  or  more.  This  requirement  differs 
from  the  current  reporting  require¬ 
ment  in  that  the  $20  would  apply  sep¬ 
arately  to  each  income  source  and 
would  not  be  cumulative  in  nature. 
The  State  would  have  to  act  on  any 
changes  reported. 

While  the  Department’s  preliminary 
analysis  led  to  the  proposal  of  report¬ 
ing  and  acting  on  all  income  changes, 
additional  comment  is  sought  on  the 
administrative  efficiency,  cost  effec¬ 
tiveness,  and  affect  on  households’ 
benefits  of  all  three  alternatives. 

The  Department  further  proposes 
that  households  be  required  to  report 
changes  in  dependent  care  or  shelter 
costs  only  at  recertification.  To  re¬ 
quire  a  report  each  month  on  changes 
such  as  monthly  fluctuations  in  utility 
bills  would  result  in  an  enormous 
amount  of  paperwork  and  would  not 
be  cost  effective.  Changes  of  this 
nature  are  generally  small  and  the  $75 
cap  limits  both  the  number  of  changes 
that  would  affect  a  household’s  bene¬ 
fit  level  and  the  degree  to  which  such 
changes  would  affect  benefits.  House¬ 
holds  are,  of  course,  free  to  report 
these  changes  if  they  wish. 

Report  form.  The  Act  requires  that 
households  report  changes  in  income 
or  household  circumstances  on  a  form 


designed  or  approved  by  the  Secre¬ 
tary.  The  Department  has  contracted 
for  the  design  of  a  model  form  for  use 
by  State  agencies.  Deviations  from 
this  design  would  only  be  approved  on 
the  same  basis  under  which  deviations 
on  application  forms  would  be  grant¬ 
ed.  (See  section  273.2(b)  “Food  Stamp 
Application  Form’’.) 

State  action  on  changes.  The  Act 
does  not  specifically  address  the  issue 
of  State  action  on  changes  reported  by 
the  household.  However,  the  House 
Report  indicates  that  States  are  ex¬ 
pected  to  act  promptly,  particularly  if 
income  anticipated  at  the  start  of  the 
certification  period  later  turns  out  to 
be  unavailable.  The  House  Report 
states  that  “[ilf  anticipation  does  not 
comport  with  reality  and  no  income  or 
less  income  than  projected  appears, 
then  anticipation  must  be  scrapped 
and  swiftly  in  favor  of  operating  on 
the  basis  of  what  has  occurred.”  Inre¬ 
sponse  to  these  concerns,  the  Depart¬ 
ment  proposes  that  State  agencies  ex¬ 
pedite  action  on  changes  which  have  a 
significant  impact  on  the  household’s 
circumstances  and  result  in  an  in¬ 
crease  in  benefits.  Significant  changes 
are  defined  as  those  which  reduce  a 
household’s  total  gross  monthly 
income  by  more  than  $50  or  result 
from  the  addition  of  a  new  household 
member.  If  the  reduction  in  gross 
monthly  income  of  $50  or  more  also 
reduces  the  household’s  net  monthly 
income  to  zero,  the  proposed  regula¬ 
tions  require  even  faster  action.  In 
most  of  these  case,  the  household  will 
be  entitled  to  an  adjustment  in  the 
current  month’s  allotment  if  the 
household  had  not  already  participat¬ 
ed,  or  to  a  supplemental  ATP  card  if 
the  household  has  already  transacted 
its  ATP.  In  this  way,  the  household 
would  not  be  left  without  income  or 
coupons  to  meet  food  needs  until  the 
next  normal  allotment  is  received. 

For  those  changes  which  do  not  re¬ 
quire  expedited  action  and  those 
changes  which  result  in  a  decrease  in 
benefits,  the  Department  proposes 
that  current  procedures  remain  in 
effect. 

The  Department  proposes  that 
households  be  disqualified  for  failure 
to  report  only  if  the  failure  to  report 
was  fraudulent,  as  determined  by 
either  an  administrative  fraud  hearing 
or  a  court  of  law.  However,  whether  or 
not  fraud  is  involved,  the  State  agency 
shall  establish  a  claim  against  the 
household.  It  is  proposed  that  liability 
for  the  overissuance  begin  in  the 
month  the  change  became  known  to 
the  household.  This  policy  assures 
that  households  which  fail  to  report 
are  not  better  off  than  households 
that  timely  report  changes.  Making 
participating  households  aware  of  this 
policy  could  help  to  preclude  inten¬ 
tional  failure  to  report  and  operate  as 
an  incentive  for  reporting  changes 
promptly. 
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Mass  changes.  The  Department  pro¬ 
poses  that  overall  adjustments  in  PA 
payments.  Federal  adjustments  in  the 
food  stamp  eligibility  standards  and 
deductions,  and  State  adjustments  to 
the  utility  standards  be  handled  fs 
mass  changes.  Mass  adjustments  to 
GA  payments  will  also  be  handled  as  a 
mass  change  if  the  State  agency  ad¬ 
ministers  the  GA  program.  Although 
households  are  not  entitled  to  a  notice 
of  adverse  action  for  mass  changes  the 
regulations  propose  that  States  send 
households  an  individual  notice  which 
informs  the  household  of  the  change 
but  does  not  grant  the  household  con¬ 
tinuation  rights  if  the  household  ap¬ 
peals  the  State  agency  action.  In  this 
way,  households  are  advised  of  the 
change  and  can  adjust  househod  bud¬ 
gets  accordingly. 

For  those  mass  changes  in  Federal 
benefits,  such  as  Social  Security  or 
SSI,  the  household  has  primary  re¬ 
sponsibility  for  reporting  changes.  The 
State  agency  may  not  get  enough  in¬ 
formation  concerning  these  changes  to 
make  the  change  effective  when  it 
occurs.  In  addition,  States  have  experi¬ 
enced  problems  in  obtaining  accurate 
information  on  these  mass  changes. 
States  that  have  the  capability  may, 
however,  use  mass  change  procedures 
to  adjust  food  stamp  benefit  levels  as  a 
result  of  changes  in  SSI  and  SSA 
benefits. 

PA  households.  In  accordance  with 
current  procedures.  State  agencies  are 
required  to  establish  procedures  and 
controls  to  ensure  that  communication 
is  maintained  among  PA,  food  stamp 
and  issuance  offices  to  assure  that 
timely  action  is  taken  on  changes  re¬ 
ported  by  PA  participants  to  PA  work¬ 
ers.  Since  a  termination  of  the  PA 
grant  does  not  necessarily  result  in  a 
termination  of  food  stamp  benefits, 
the  proposed  regulations  require  that 
State  agencies  review  the  household’s 
circumstances  to  determine  the  effect 
of  the  termination  on  the  household’s 
food  stamp  eligibility  and  benefit 
level.  If  there  is  not  enough  informa¬ 
tion  to  determine  how  the  termination 
of  the  PA  grant  affects  the  house¬ 
hold's  food  stamp  benefits,  the  pro¬ 
posed  regulations  require  that  State 
agencies  send  the  household  a  notice 
of  expiration.  The  use  of  these  proce¬ 
dures  for  handling  changes  in  the  PA 
grant  should  ensure  that  a  house¬ 
hold’s  food  stamp  benefits  are  not  in¬ 
terrupted  if  the  household  remains  eli¬ 
gible  for  the  Food  Stamp  Program. 

NOTICE  OF  ADVERSE  ACTION 

Use  of  Notice.  The  Department  esti¬ 
mates  that  when  State  agencies  apply 
the  eligibility  criteria  as  mandated  by 
the  new  law,  many  households  will  re¬ 
ceive  decreases  in  benefits  or  will  be 
terminated  from  the  program.  The  De¬ 
partment  proposes,  as  recommended 
by  the  House  Report,  that  State  agen¬ 


cies  send  an  individual  notice  of  ad¬ 
verse  action  to  each  household  that 
will  receive  a  reduced  bonus  allotment 
or  that  will  be  terminated  as  a  conse¬ 
quence  of  implementation  of  the  new 
Act.  The  proposed  adverse  notice  must 
explain  the  reason  for  the  forthcom¬ 
ing  reduction  or  termination  of  bene¬ 
fits  and  the  amount  of  the  new  allot¬ 
ment,  if  any.  The  proposed  notice 
must  also  include  an  explanation  of 
the  household’s  right  to  request  a  fair 
hearing  and  should  explain  that  the 
reduction  or  termination  of  benefits  is 
the  result  of  changes  in  Federal  law. 
The  notice  will  advise  that  benefits 
will  not  be  continued  while  the  house¬ 
hold  awaits  the  fair  hearing,  unless 
the  issue  raised  is  that  the  household 
is  being  adversely  affected  by  State 
misinterpretation  or  misapplication  of 
Federal  law  or  that  benefits  have  been 
miscalculated.  The  Department  does 
not  believe  that  all  those  households 
which  experience  a  reduction  or  termi¬ 
nation  of  benefits  under  the  new  Act, 
and  request  a  fair  hearing,  should  be 
entitled  to  a  continuation  of  the  level 
of  benefits  provided  under  the  Act  of 
1964. 

After  the  mass  implementation  is  ac¬ 
complished,  routine  reductions  or  ter¬ 
minations  of  benefits  will  be  treated  as 
follows: 

State  agencies,  with  the  exception 
described  below,  will  continue  to  pro¬ 
vide  a  10  day  advance  notice  period 
before  reducing  or  terminating  a 
household’s  benefits.  It  is  proposed 
that  adverse  notices  which  are  mailed 
should  allow  for  an  additional  two 
days  from  the  postmarked  date  to 
compensate  for  delivery  time.  Also,  if 
the  adverse  notice  period  ends  on  a 
weekend  or  holiday,  the  notice  period 
must  be  extended  to  the  next  work 
day. 

The  Department  also  proposes  to 
offer  each  State  agency  the  option  of 
adopting  the  adverse  notice  period  it 
uses  for  the  public  assisance  caseload, 
provided  that  period  is  no  shorter 
than  the  minimum  10-day  advance 
notice  requirement.  For  example, 
those  States  which  use  a  15  day  ad¬ 
verse  notice  period  for  AFDC  recipi¬ 
ents  may  also  apply  that  notice  period 
to  food  stamp  households.  This  should 
enable  State  agencies  to  better  coordi¬ 
nate  and  manage  both  programs. 

The  Department  proposes  to  expand 
the  adverse  notice  to  include,  in  under¬ 
standable  language,  the  following  in¬ 
formation:  the  proposed  action;  the 
reason  for  the  proposed  action;  the 
household’s  right  to  request  a  fair 
hearing;  the  name  and  telephone 
number  of  the  person  to  contact  for 
additional  information;  the  availabil¬ 
ity  of  continued  benefits;  and  the  po¬ 
tential  liability  of  the  household  for 
any  overissuance  received  while  await¬ 
ing  a  fair  hearing.  Additionally,  if  free 
legal  advice  is  available  in  the  commu¬ 


nity  the  State  should  advise  the 
household  of  the  presence  of  this  ser¬ 
vice. 

The  Department  is  working  with  a 
private  firm  to  develop  a  standard  na¬ 
tional  adverse  action  form.  Since  State 
agencies  may,  under  certain  condi¬ 
tions,  request  exemptions  from  the  na¬ 
tional  form,  the  Department  believes 
it  necessary  to  include  in  the  regula¬ 
tions  all  adverse  notice  form  require¬ 
ments. 

The  Department  proposes  to  main¬ 
tain  the  current  exemption  for  an  ad¬ 
verse  action  notice  when  the  house¬ 
hold  provides  a  written  statement  that 
benefits  are  no  longer  desired  or  which 
acknowledges  that  information  it  has 
provided  will  lead  to  a  reduction  or 
termination  of  benefits. 

The  Department  proposes  new  ex¬ 
emptions  for  the  adverse  action  notice 
under  certain  circumstances.  House¬ 
holds  that  have  been  receiving  an  in¬ 
creased  allotment  to  restore  lost  bene¬ 
fits  should  not  receive  a  notice  of  ad¬ 
verse  action  to  indicate  that  all  lost 
benefits  have  been  restored  to  the 
household.  It  is  proposed  that  these 
households  simply  be  notified  in  writ¬ 
ing  of  the  anticipated  termination  of 
the  increased  allotment.  This  reduc¬ 
tion  in  benefits  does  not  represent  an 
actual  decrease  in  the  household’s 
basic  eligibility  and,  therefore,  those 
households  should  not  be  entitled  to  a 
continuation  of  benefits  pending  a 
hearing. 

Adverse  action  notices  would  not  be 
required  for  households  which  receive 
a  variable  basis  of  issuance  within  the 
certification  period,  if  the  household 
was  notified  at  the  time  of  certifica¬ 
tion  of  the  forthcoming  changes.  This 
policy  would  facilitate  the  issuance  of 
coupon  allotments  on  a  variable  basis 
of  issuance.  Variable  issuances  are  as¬ 
signed  to  households  to  tailor  the 
benefit  levels  to  anticipated  income  in 
specific  future  months.  State  use  of 
variable  bases  of  issuance  will  increase 
the  length  of  certification  periods  and 
reduce  the  number  of  times  house¬ 
holds  have  to  reapply  for  benefits.  Ad¬ 
verse  notice  requirements,  for  changes 
meant  to  accommodate  household  cir¬ 
cumstances,  could  discourage  State 
agencies  from  providing  variable  issu¬ 
ance. 

The  Department  proposes  that  ad¬ 
verse  action  notices  not  be  required 
for  households  which  make  joint  ap¬ 
plication  for  PA  and  food  stamp  bene¬ 
fits  and  receive  food  stamp  benefits 
pending  approval  of  the  PA  grant,  if 
the  household  was  notified  at  the  time 
of  certification  that  food  stamp  bene¬ 
fits  would  be  reduced  upon  approval  of 
the  PA  grant.  This  exemption  will 
allow  State  agencies  to  assign  longer 
certification  periods  and  thus  reduce 
the  number  of  times  households  have 
to  reapply  for  benefits.  Without  this 
exemption,  households  awaiting  the 
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approval  of  a  PA  grant  would  likely  be 
certified  for  only  one  or  two  months. 

Household  members  disqualified  for 
fraud,  and  the  remaining  household 
members  whose  benefits  are  reduced 
or  terminated  as  a  result  of  the  fraud 
disqualification,  would  be  sent  special 
notices  under  subsection  273.16.  The 
individual  disqualified  for  fraud  has 
already  received  a  hearing  prior  to  ter¬ 
mination  of  benefits,  which  reduces 
the  need  for  a  fair  hearing  under  the 
regular  notice  of  adverse  action  provi¬ 
sions. 

In  addition,  providing  a  notice  of  ad¬ 
verse  action  to  the  remaining  house¬ 
hold  members  would  negate  the  fraud 
disqualification  if  the  household  re¬ 
quested  a  fair  hearing  and  received  a 
continuation  of  benefits  pending  the 
appeal. 

Finally,  adverse  action  notices  would 
not  be  required  for  households  con¬ 
taining  a  striker  or  a  person  subject  to 
a  lockout,  when  the  strike  or  lockout 
ends  and  the  household  is  again  re¬ 
ceiving  income,  if  a  waiver  of  the  ad¬ 
verse  notice  was  signed  by  the  house¬ 
hold  at  the  time  of  certification.  This 
waiver  would  enable  the  State  agency 
to  assign  a  longer  certification  period 
than  is  normally  allowed  for  such 
households,  because  the  State  agency 
could  reduce  or  terminate  benefits  im¬ 
mediately  upon  resumption  of  income 
because  the  strike  or  lockout  has  been 
settled.  These  households  should, 
nonetheless,  receive  a  notice  of  termi¬ 
nation  or  reduction  in  benefits  to 
advise  the  household  of  changes  in 
future  assistance  levels. 

RECERTIFICATION 

Notice  of  expiration.  The  Act  re¬ 
quires  the  State  agency  to  notify 
households,  prior  to  the  expiration  of 
the  current  certification  period,  that  a 
new  application  must  be  submitted  in 
order  to  renew  eligibility  for  benefits. 
Households  which  file  an  application 
by  the  15th  of  the  last  month  of  certi¬ 
fication  shall,  if  determined  eligible, 
receive  uninterrupted  benefits.  The 
statute  further  provides  that  house¬ 
holds  determined  ineligible  or  eligible 
for  fewer  benefits  shall  not  continue 
to  participate  at  the  former  basis  of  is¬ 
suance  level  once  the  current  certifica¬ 
tion  expires,  even  if  a  timely  fair  hear¬ 
ing  request  is  made. 

Public  concern  over  recertification 
procedures  were  recently  aired  in  re¬ 
sponse  to  a  proposed  rulemaking  pub¬ 
lished  in  June  1977.  These  concerns 
were  resolved  with  the  publication  of 
final  rulemaking  on  December  23,  1977 
(42  FR  64357-64360),  which  is  in  gen¬ 
eral  conformity  with  the  provisions  of 
the  Food  Stamp  Act  of  1977.  Those 
regulations  are  essentially  republished 
in  this  package  for  further  public  com¬ 
ment,  except  that  the  Department 
eliminated  the  State  agency’s  option 
to  set  the  date  for  timely  reapplica¬ 


tion.  In  accord  with  the  Act,  the  15th 
will  be  the  date  used  in  all  States, 
except  in  cases  where  the  notice  of  ex¬ 
piration  is  provided  at  the  time  of  ap¬ 
plication. 

The  proposed  regulations  require 
that  the  notices  be  mailed  far  enough 
in  advance  of  the  15th  to  provide  the 
household  a  reasonable  opportunity  to 
comply.  Therefore,  notices  of  expira¬ 
tion  must  be  received  by  the  house¬ 
hold  no  later  than  the  1st  of  the  last 
month  of  certification  and  no  earlier 
than  the  15th  of  the  prior  month. 
This  notice  schedule  provides  the 
household  adequate  opportunity  to 
file  a  timely  reapplication  and  maxi¬ 
mizes  the  State  agency’s  processing 
time,  without  delaying  benefits.  The 
final  regulations  published  on  Decem¬ 
ber  17,  1977,  specified  that  households 
certified  for  one  month  are  to  be  pro¬ 
vided  a  notice  of  expiration  at  the 
time  of  certification,  since  it  is  impos¬ 
sible  to  provide  these  households  with 
a  notice  of  expiration  by  the  1st  of  the 
last  month  of  the  household’s  certifi¬ 
cation  period.  If  the  State  agency  as¬ 
signs  a  two-month  certification  period 
but  the  household  is  not  certified  until 
the  month  following  the  month  of  ap¬ 
plication  it  would  also  be  impossible 
for  States  to  provide  the  notice  of  ex¬ 
piration  prior  to  the  1st  of  the  last 
month.  Therefore,  the  Department 
proposes  that  these  households  also  be 
provided  a  notice  of  expiration  at  the 
time  of  certification.  A  timely  reappli¬ 
cation  for  such  households  will  be  15 
days  from  the  date  the  notice  is  re¬ 
ceived  (allowing  two  days  for  mail  lag 
if  the  notice  is  mailed).  Households  re¬ 
determined  eligible  shall  have  an  op¬ 
portunity  to  participate  no  later  than 
30  days  after  the  date  the  household 
first  had  an  opportunity  to  obtain  its 
last  allotment. 

In  the  past,  the  Department  has 
been  asked  to  permit  the  use  of  an  ab¬ 
breviated  application  form  for  reappli¬ 
cation  which  would  focus  on  changes 
in  circumstances  rather  than  redocu¬ 
menting  all  factors  of  eligibility.  The 
Act  requires  households  to  file  a  “new 
application”  in  order  to  renew  eligibil¬ 
ity.  The  Department  does  not  believe 
that  filing  a  change  report  will  satisfy 
that  requirement.  However,  the  pro¬ 
posed  regulations  do  not  prohibit 
States  from  designing  a  form  more  ap¬ 
propriate  for  reapplications  than  the 
uniform  application  form.  Depart¬ 
mental  approval  would  be  required  to 
insure  that  the  forms  meet  minimum 
Federal  requirements. 

As  with  initial  applications,  the 
State  agency  is  required  by  the  Act  to 
promptly  process  reapplications  and 
provide  timely  benefits.  However,  the 
Act  does  not  authorize  extensions  of 
the  former  basis  of  issuance  for  house¬ 
holds  which  are  not  timely  processed. 
These  regulations,  therefore,  require 
that  the  State  agency  take  extraordi¬ 


nary  means,  if  necessary,  to  provide 
households  whose  timely  reapplica¬ 
tions  have  been  delayed  in  processing 
an  immediate  opportunity  to  partici¬ 
pate  once  eligibility  is  determined. 
Any  benefits  lost  by  such  households 
due  to  the  State  agency’s  untimely 
processing  shall  be  restored  as  part  of 
future  issuances. 

FAIR  HEARINGS 

While  Act  does  not  require  any  spe¬ 
cific  changes  to  the  current  fair  hear¬ 
ing  procedures,  the  following  propos¬ 
als  are  made  in  an  effort  to  improve 
existing  hearing  procedures. 

Timely  action  on  hearings.  The 
House  Report  notes  that  the  bill 
“•  •  •  would  retain  the  fair  hearings 
provision  of  the  (food  stamp)  law 
intact  and  would  encourage  the  De¬ 
partment  to  enforce  its  excellent  regu¬ 
lations  and  instructions  on  the  sub¬ 
ject.”  The  report  suggests,  however, 
that  the  Department  “•  •  •  reduce 
the  sixty  day  maximum  decision 
period  should  that  prove  to  be  admin¬ 
istratively  feasible.” 

The  Department  is  concerned  that 
the  60  day  period  for  processing  ap¬ 
peals  is  too  lengthy  and  results  in 
hardships  to  households.  However,  the 
Department  recognizes  that  upon  im¬ 
plementation  of  these  new  regulations 
States  will  have  the  tremendous  task 
of  redetermining  the  eligibility  or 
basis  of  issuance  of  every'  household. 
Also,  States  are  likely  to  encounter  an 
increase  in  fair  hearing  requests  as  a 
result  of  reductions  or  terminations  of 
benefits  resulting  from  implementa¬ 
tion  of  new  eligibility  criteria.  Thus, 
blanket  acceleration  of  fair  hearing 
procedures  at  this  time  would  be  diffi¬ 
cult.  A  reduction  in  the  time  allowed 
for  most  State  level  fair  hearings  is 
not  proposed  in  this  rulemaking.  How¬ 
ever,  a  study  of  the  fair  hearing  proce¬ 
dures  is  being  conducted  to  determine 
the  feasibility  of  reducing  the  time 
limit  on  processing  appeals. 

For  the  present,  the  Department 
proposes  that  State  agencies  which 
choose  to  use  the  local  level  hearing 
system,  with  appeal  rights  to  a  State 
level  hearing,  must  complete  the  local 
hearing  process  within  45  days  of  the 
hearing  request.  In  addition,  if  the 
local  level  decision  is  appealed,  the 
State  level  hearing  process  must  also 
be  completed  within  45  days  of  that 
appeal.  This  reduction  in  the  time 
limits  allowed  for  the  two  tiered  hear¬ 
ing  system  enables  households  to  re¬ 
ceive  a  final  decision  on  an  appeal 
within  90  days,  as  compared  with  the 
current  120  days.  State  agencies  will 
also  be  required  to  expedite  fair  hear¬ 
ing  procedures  for  those  households 
which  are  denied  emergency  benefits 
under  the  expedited  certification  pro¬ 
cedures  described  in  §  273.2(0.  The  ex¬ 
pedited  healing  provisions  require 
State  agencies  to  schedule  an  agency 
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conference  within  two  working  days  of 
the  request  for  a  hearing,  unless  the 
household  wishes  to  waive  the  confer¬ 
ence  and  instead  be  scheduled  for  a 
hearing.  These  agency  conferences 
will  seek  an  informal  resolution  of 
grievances  and,  if  successful,  will  elimi¬ 
nate  the  need  for  further  action.  How¬ 
ever,  the  agency  conferences  are  not 
intended  to  replace  hearing  proce¬ 
dures  for  those  households  which  do 
not  wish  to  attend  the  conferences  or 
which  are  dissatisfied  with  the  results 
of  the  conferences.  The  expedited 
hearing  regulations  require  a  State 
level  hearing  as  soon  as  is  reasonably 
possible  so  that  a  hearing  decision  can 
be  rendered  within  15  working  days 
after  the  hearing  request.  If  the  hear¬ 
ing  official  reaches  a  decision  in  favor 
of  the  household,  the  State  agency 
will  be  required  to  provide  that  house¬ 
hold  with  an  opportunity  to  partici¬ 
pate  within  two  working  days  of  re¬ 
ceipt  of  the  decision.  The  Department 
feels  that  this  requirement  will  ensure 
that  households  with  little  or  no 
income  will  not  be  subjected  to 
lengthy  waiting  periods  before  the 
hearing  is  completed. 

Note  that  the  time  limits  on  regular 
fair  hearing  procedures  will  not  apply 
to  the  time  within  which  a  decision 
must  be  rendered,  but  to  the  time 
within  which  the  household  must  be 
provided  an  opportunity  to  participate 
at  the  benefit  level  determined  by  the 
hearing  decision. 

Time  period  for  requesting  hearing. 
The  Department  proposes  to  allow 
households  a  standard  period  of  one 
year  within  which  to  appeal  an  ad¬ 
verse  action.  A  household  may  request 
a  hearing  on  any  action  by  the  State 
agency  or  any  loss  of  benefits  which 
occurred  in  the  past  12  months.  The 
policy  currently  in  effect  allows  house¬ 
holds  “•  •  •  a  reasonable  period  of 
time  •  •  *”  to  appeal  an  adverse 
action.  Most  State  agencies  have  incor¬ 
porated  the  State  public  assistance 
standard  into  the  State  food  stamp 
manual.  Those  standards  usually  allow 
a  household  between  30  and  90  days 
within  which  to  appeal  an  adverse 
action.  The  adoption  of  a  uniform  na¬ 
tional  standard  will  avoid  the  disparity 
of  time  limits  currently  imposed  by 
States,  and  should  afford  adequate 
time  to  file  appeals. 

Hearing  official.  The  Department 
proposes  using  the  term  “hearing  offi¬ 
cial”  to  describe  what  the  current  reg¬ 
ulations  refer  to  as  both  the  hearing 
authority  and  the  hearing  official. 
The  two  terms  unnecessarily  lead  to 
confusion.  Criteria  for  who  may  act  in 
the  capacity  of  a  hearing  official  are 
proposed  along  with  the  proposed 
powers  and  duties  of  the  hearing  offi¬ 
cial. 

Attendance  at  hearing.  It  is  proposed 
that  each  hearing  be  attended  by  the 
household  and/or  its  representative 


and  by  a  representative  of  the  State 
agency  who  initiated  the  action  being 
challenged. 

Conduct  of  hearing.  To  ensure 
household  access  to  all  necessary  in¬ 
formation  prior  to  scheduled  fair  hear¬ 
ings,  the  proposed  regulations  require 
the  State  agency  to  make  the  contents 
of  the  case  record  available  to  the 
household  and/or  its  representative.  If 
requested,  the  State  agency  must  also 
provide  free  copies  of  the  relevant  doc¬ 
uments.  However,  the  Department 
proposes  to  permit  the  State  agency  to 
withhold  information  which  is  confi¬ 
dential  in  nature  such  as  information 
regarding  pending  criminal  investiga¬ 
tions,  or  the  names  of  informants  that 
may  have  provided  information  about 
the  household.  Confidential  informa¬ 
tion  not  provided  to  a  household  or  its 
representative  shall  not  be  considered 
in  deciding  the  case.  Thus,  while  the 
State  agencies  will  have  to  identify  the 
verification  which  determined  the  re¬ 
duction  or  termination  of  benefits, 
such  as  a  wage  stub,  it  would  not  be 
necessary  to  provide  the  name  of  the 
person  who  provided  the  name  of  the 
employer. 

Hearings  decisions.  The  Department 
proposes  standards  for  the  implemen¬ 
tation  of  both  local  level  and  State 
level  decisions.  These  standards  were 
introduced  to  ensure  that  all  decisions 
are  acted  upon  in  a  timely  fashion, 
equitable  to  both  the  household  and 
the  State  agency.. The  proposed  regu¬ 
lations  expand  the  current  policy  to 
ensure  that  local  agency  administra¬ 
tors,  as  well  as  households,  may  appeal 
to  the  State  agency  level  the  hearing 
decisions  made  by  local  level  hearing 
officials. 

The  Department  proposes  that  State 
agencies  with  local  level  hearing  sys¬ 
tems  be  required  to  routinely  review 
those  hearing  decisions.  If  excessive 
numbers  of  local  level  decisions  are  ap¬ 
pealed  and  reversed,  the  State  agency 
must  evaluate  the  situation  and  take 
appropriate  corrective  action. 

The  Department  is  also  considering 
procedures  for  Regional  office  review 
of  certain  fair  hearing  decisions. 
Those  procedures  will  be  published  as 
proposed  rulemaking  at  the  same  time 
that  the  procedures  for  review  of 
State  claims,  required  by  section  13  of 
the  Act,  are  proposed. 

FRAUD  DISQUALIFICATIONS 

Under  the  current  regulations,  State 
agencies  may  disqualify  a  household 
for  fraud  for  a  period  of  time  specified 
by  the  State.  Fraud  disqualification 
procedures  and  punishments  vary 
widely  from  State  to  State.  The  pro¬ 
posed  regulations,  in  accordance  with 
the  Act,  would  limit  these  variations 
by  establishing  disqualification  time 
ranges,  requiring  that  fraud  determi¬ 
nations  be  made  at  administrative  or 
judicial  hearings,  and  prohibiting  the 


disqualification  of  innocent  household 
members.  Individuals  suspected  of 
fraud  will  be  allowed  to  participate 
pending  the  fraud  hearing  determina¬ 
tion  if  they  are  otherwise  eligible,  but 
will  be  subject  to  a  claim  for  any  over¬ 
issued  benefits  resulting  from  the  con¬ 
tinued  participation  if  the  hearing  re¬ 
sults  in  a  fraud  disqualification. 

Fraud  disqualification  penalties. 
The  Act  requires  that  individuals 
found  guilty  of  fraud  at  an  administra¬ 
tive  hearing  shall  be  ineligible  to  par¬ 
ticipate  in  the  Food  Stamp  Program 
for  three  months,  and  individuals 
found  guilty  of  criminal  or  civil  fraud 
by  a  court  of  appropriate  jurisdiction 
shall  be  ineligible  for  not  less  than  six 
months  and  not  more  than  twenty- 
four  months,  as  determined  by  the 
court. 

Definition  of  fraud.  While  no  defini¬ 
tion  of  fraud  can  guarantee  uniform 
application  and  treatment,  the  De¬ 
partment  proposes  a  definition  which 
provides  some  guidance  to  hearing  au¬ 
thorities  and  participants.  The  critical 
element  of  the  definition  is  that  the 
fraud  must  be  committed  “•  *  • 
knowingly,  willfully  and  with  deceitful 
intent.”  The  mere  failure,  for  exam¬ 
ple,  to  report  a  change  in  circum¬ 
stances  does  not  automatically  mean 
that  fraud  has  been  committed.  Before 
such  action  can  be  considered  fraudu¬ 
lent,  the  State  agency  must  prove  that 
the  individual  intentionally  failed  to 
report  the  change  in  an  attempt  to  get 
food  stamp  benefits  which  the  person 
knew  would  exceed  the  proper  level. 
The  proposed  definition  also  includes 
a  catch-all  provision  which  covers 
“•  •  •  any  other  fraudulent  act  •  •  •” 
to  obtain  unauthorized  food  stamp 
benefits  and  other  acts  related  to  the 
misuse  of  coupons.  The  Department 
believes  this  broad  language  is  neces¬ 
sary  to  avoid  technical  legal  defenses 
regarding  intentional  and  deliberate 
deceptive  schemes.  In  addition,  the 
proposed  regulations  specify  that  any 
disqualification  must  be  based  on  clear 
and  convincing  evidence. 

Administrative  disqualifications. 
The  Act  does  not  specify  the  kind  of 
administrative  hearing  that  should  be 
conducted  to  determine  fraud.  The 
Department  proposes  that  the  proce¬ 
dures  for  conducting  administrative 
fraud  hearings  be  similar  to  those  for 
hearings  requested  by  households. 
Those  hearing  procedures  were  com¬ 
mended  by  the  House  Report  and 
seem  fully  applicable  to  fraud  determi¬ 
nations.  The  Department  expects  that 
most  State  agencies  will  simply 
expand  the  system  used  to  provide  fair 
hearings  to  include  fraud  hearings. 
There  are,  however,  a  few  ways  in 
which  the  proposed  fraud  hearing  pro¬ 
cedures  would  differ  from  the  pro¬ 
posed  fair  hearing  procedures.  These 
differences  are  as  follows: 

(1)  Fraud  hearing  procedures.  Unlike 
fair  hearings,  administrative  fraud 
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hearings  are  initiated  by  the  State 
agency.  In  addition,  for  a  fraud  hear¬ 
ing  the  individual  must  be  eligible  and 
participating  when  the  hearing  is  initi¬ 
ated. 

(2)  Advance  notice.  The  household 
member  suspected  of  fraud  must  be 
provided  a  written  notice  of  the  date 
of  the  hearing  and  other  pertinent  in¬ 
formation.  The  notice  must  be  re¬ 
ceived  by  the  household  member  at 
least  30  days  in  advance  of  the  hearing 
and  the  State  agency  must  mail  the 
notice  by  certified  mail,  return  receipt 
requested. 

(3)  Scheduling  of  hearings.  Fraud 
hearings  can  be  conducted  without  the 
household  member  or  representative, 
if  the  household  member  or  represen¬ 
tative  cannot  be  located  or  fails  to 
appear  at  the  hearing  without  good 
cause.  However,  the  hearing  official 
cannot  draw  any  negative  inference 
because  the  household  member  was 
not  present  or  represented.  If  the 
household  member  demonstrates  good 
cause  for  that  absence,  the  previous 
adverse  hearing  decision  is  void  and  a 
new  hearing  must  be  conducted. 

(4)  Participation  during  appeal.  In 
the  case  of  fair  hearings,  a  house¬ 
hold's  benefits  can  be  continued  at  the 
benefit  level  authorized  immediately 
prior  to  the  notice  of  adverse  action  if 
the  adverse  action  is  to  be  taken 
during  its  certification  period.  In  this 
way,  households  are  not  harmed  by  an 
adverse  action  if  the  fair  hearing  offi¬ 
cial  later  rules  the  adverse  action  is  in¬ 
correct.  In  the  case  of  fraud  hearings, 
the  household  member  cannot  be  dis¬ 
qualified  prior  to  the  fraud  hearing. 
However,  the  eligibility  and  benefit 
level  of  the  household  must  be  deter¬ 
mined  the  same  as  any  other  house¬ 
hold.  For  example,  the  State  agency 
shall  reduce  or  terminate  the  house¬ 
hold’s  benefits  if  the  State  agency  has 
facts  to  substantiate  that  the  house¬ 
hold  is  ineligible  or  eligible  for  fewer 
benefits  even  if  these  facts  led  to  the 
suspicion  of  fraud  and  the  resulting 
fraud  hearing.  If  benefit  levels  could 
not  be  appropriately  reduced  pending 
the  fraud  hearing,  then  households 
containing  persons  accused  of  fraud 
would  be  more  favorably  treated  than 
other  households. 

(5)  Appeal  rights  of  household  mem¬ 
bers.  A  household  appealing  a  local 
fair  hearing  can  receive  a  new  or  “de 
novo”  hearing  at  the  State  level  only 
if  the  household  specifically  requests 
one.  However,  in  fraud  hearings,  a  de 
novo  hearing  will  be  conducted  every 
time  an  individual  appeals  a  local  level 
decision  to  the  State  level.  In  a  de 
novo  hearing,  the  prior  hearing  deci¬ 
sion  is  not  taken  into  consideration. 

The  regulations  propose  that  an  in¬ 
dividual  can  be  disqualified  based  on 
an  administrative  finding  of  fraud  at  a 
local  hearing  only  if  the  individual 
fails  to  timely  appeal  that  decision  to 


a  hearing  at  the  State  level.  There¬ 
fore,  unlike  fair  hearings,  adverse  deci¬ 
sions  made  at  a  local  administrative 
fraud  hearing  do  not  take  effect  if  the 
individual  appeals  the  local  level  deci¬ 
sion  within  15  days  of  the  date  the  in¬ 
dividual  receives  the  notice.  For  the 
State  to  accurately  calculate  the  date 
the  notice  is  received,  States  are  re¬ 
quired  to  send  the  notice  by  certified 
mail,  return  receipt  requested. 

Court  imposed  disqualifications. 
The  Act  and  the  proposed  regulations 
make  clear  that  individuals  found  to 
have  committed  fraud  by  a  court  can 
be  disqualified  only  if  the  court  orders 
disqualification  and  only  for  the 
length  of  time  specified  by  the  court. 
State  agencies  should  encourage  State 
or  county  attorneys  to  request  this  ju¬ 
dicial  disqualification  determination. 
In  the  event  the  court  does  not  ad¬ 
dress  disqualification,  State  agencies 
cannot  impose  a  period  of  disqualifica¬ 
tion  based  on  that  fraud  determina¬ 
tion.  However,  administrative  disquali¬ 
fication  may  be  pursued  in  addition  to, 
or  independently  of,  judicial  action. 

Entitlement  to  lost  benefits.  The  pro¬ 
posed  regulations  specify  that  a  dis¬ 
qualified  household  member  may  be 
entitled  to  lost  benefits  if  the  decision 
to  disqualify  a  household  is  subse¬ 
quently  vacated  or  reversed.  This  is 
explained  in  the  preamble  under  “Res¬ 
toration  of  Lost  Benefits.” 

RESTORATION  OF  LOST  BENEFITS 

Entitlement  The  current  food  stamp 
regulations  specify  that  lost  benefits 
are  to  be  restored  only  if  the  loss  was 
caused  by  an  administrative  error  on 
the  part  of  the  State  agency.  The  De¬ 
partment  proposes  that  lost  benefits 
be  restored  whenever  the  loss  was  not 
caused  by  an  intentional  act  or  omis¬ 
sion  on  the  part  of  the  household.  For 
example,  when  a  household  fails  to 
timely  apply  for  recertification  with 
good  cause,  the  household  would  be 
entitled  to  restoration  of  any  resulting 
lost  benefits. 

Time  limit  for  establishing  entitle¬ 
ment  to  lost  benefits.  After  carefully 
considering  the  advantages  and  disad¬ 
vantages  of  establishing  a  time  limit 
for  discovering  and  requesting  lost 
benefits,  the  Department  decided  to 
propose  a  12  month  time  limit.  Under 
the  proposed  regulations,  benefits 
shall  not  be  restored  if  they  were  lost 
more  than  12  months  prior  to  the  date 
the  State  agency  receives  information 
or  a  notice  which  indicates  that  cou¬ 
pons  may  have  been  underissued  to  a 
household.  This  information  may 
come  from  the  State’s  own  review 
system,  the  Department’s  Office  of 
Audit,  the  participant  or  a  variety  of 
other  sources. 

The  12  month  limit  should  provide 
adequate  opportunity  to  discover  sus¬ 
pected  lost  benefits  and  yet  establish  a 
definite  limit  which  avoids  the  prob¬ 


lem  of  computing  and  documenting 
claims  from  periods  far  in  the  past. 
Additionally,  since  the  Food  Stamp 
Program  is  designed  to  respond  to  im¬ 
mediate  food  needs,  compensation  for 
failure  to  provide  for  those  needs  more 
than  a  year  after  the  loss  does  not 
seem  justified  in  light  of  the  difficulty 
for  both  State  agencies  and  house¬ 
holds  in  establishing  such  old  claims. 
The  proposed  12  month  time  limit  is 
also  consistent  with  the  time  limit  for 
establishing  nonfraud  claims. 

The  proposed  rulemaking  retains 
the  current  provision  which  allows 
State  agencies  to  offset  the  amount  to 
be  restored  against  any  unpaid  claim 
owed  by  the  household.  Since  the 
offset  is  only  against  amounts  to  be  re¬ 
stored  and  will  not  affect  the  current 
entitlement  to  food  coupon  assistance, 
the  household  is  not  nutritionally 
harmed  by  the  offset. 

Disputed  benefits.  The  Department 
believes  that  households  should  not  be 
required  to  request  a  fair  hearing  to 
receive  a  restoration  of  lost  benefits  if 
the  State  agency  and  household  agree 
on  the  amount  of  benefits  owed  to  the 
household.  This  approach  was  adopted 
by  the  Department  in  final  regulations 
published  in  the  Federal  Register  on 
March  19,  1976  (41  FR  11464).  The  De¬ 
partment  proposes  to  continue  that 
policy.  In  this  way,  the  household  and 
the  State  agency  would  be  free  to  re¬ 
solve  these  cases  without  conducting 
pointless  fair  hearings. 

Computing  the  amount  to  be  re¬ 
stored.  In  cases  where  benefits  have 
been  wrongfully  denied  or  terminated, 
it  is  difficult  to  compute  the  amount 
to  be  restored  since  it  is  difficult  to 
predict  how  long  the  erroneous  action 
acted  as  a  barrier  to  participation.  To 
assure  that  States  uniformly  calculate 
the  length  of  time  affected  by  errone¬ 
ous  denials  and  terminations,  the  De¬ 
partment  proposes  that  the  erroneous 
action  not  be  considered  to  be  in  effect 
the  first  month  the  error  is  corrected, 
the  first  month  the  household  is  cor¬ 
rectly  found  to  be  ineligible,  or  the 
first  month  the  household  reapplied. 
For  example,  if  a  household’s  benefits 
were  erroneously  denied  in  May,  and 
the  State  agency,  after  calculating  the 
correct  allotment  the  household  would 
have  been  eligible  to  receive  during 
May  and  all  subsequent  months,  finds 
the  household  is  ineligible  in  Septem¬ 
ber,  the  household  would  be  entitled 
to  restoration  of  lost  benefits  for  May 
through  August.  If  there  is  no  infor¬ 
mation  in  the  household’s  case  file  to 
document  that  the  household  was  ac¬ 
tually  eligible  during  those  months, 
the  proposed  regulations  specify  that 
it  is  the  household’s  responsibility  to 
provide  the  necessary  information  to 
determine  eligibility.  Otherwise,  the 
household  will  be  considered  ineligible 
for  the  month  documentation  is  not 
provided. 
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The  House  Report  specifies  that 
when  benefits  are  delayed,  benefits 
are  to  be  provided  retroactive  to  the 
period  of  application.  However,  to 
avoid  providing  households  with  large 
sums  of  coupons  at  one  time  and  thus 
inviting  the  exchange  of  coupons  for 
cash,  the  Department  proposes  that 
eligible  households  be  provided  bene¬ 
fits  retroactive  to  the  period  of  appli¬ 
cation  only  if  benefits  are  delayed  less 
than  60  days  from  the  date  the  appli¬ 
cation  was  filed.  If  benefits  are  de¬ 
layed  more  than  60  days  by  the  State 
agency,  the  benefits  lost  are  tb  be  re¬ 
stored  under  the  normal  procedures 
for  restoring  lost  benefits. 

Lost  benefits  to  individuals  disquali¬ 
fied  for  fraud.  Both  the  legislation  and 
the  House  Report  are  silent  on  the 
issue  of  whether  a  disqualifed  house¬ 
hold  member  is  entitled  to  a  restora¬ 
tion  of  lost  benefits  if  the  decision  to 
disqualify  for  fraud  is  subsequently  re¬ 
versed. 

The  Department  proposes  that  lost 
benefits  be  provided  to  individuals 
only  if  the  specific  action  which  re¬ 
sulted  in  disqualification  is  reversed. 
Therefore,  if  a  conviction  for  criminal 
fraud  is  reversed  on  appeal  by  the  ap¬ 
propriate  appellate  court,  or  is  other¬ 
wise  overturned  by  the  proper  judicial 
authorities,  lost  benefits  should  be 
provided.  However,  this  same  reversal 
of  a  criminal  conviction  would  not 
affect  a  determination  of  fraud  at  an 
administrative  fraud  hearing.  Inability 
of  the  State  to  satisfy  the  stringent 
criminal  burden  of  proof  does  not 
demonstrate  that  the  administrative 
hearing  burden  of  proof  has  nbt  been 
met.  In  other  words,  even  though  the 
evidence  may  not  be  strong  enough  to 
support  a  criminal  conviction,  this 
finding  would  not  invalidate  the  ad¬ 
ministrative  determination  and  dis¬ 
qualification.  The  administrative  find¬ 
ing,  itself,  would  have  to  be  specifical¬ 
ly  reversed  or  overturned  to  entitle 
the  household  to  lost  benefits. 

Method  of  restoring  lost  benefits. 
The  Act  requires  that  States  promptly 
restore  in  coupons  any  food  stamp 
benefits  that  were  wrongfully  denied. 
Although  the  legislation  does  not  indi¬ 
cate  how  many  coupons  a  household 
can  receive  at  one  time,  the  Confer¬ 
ence  Report  does  allow  “•  •  •  that  the 
Secretary  may  distribute  these  re¬ 
stored  benefits  over  such  period  of 
time  as  the  Secretary  determines  to  be 
appropriate.” 

The  proposed  regulations  state  that 
households  will  receive  not  more  than 
100  percent  of  the  maximum  allot¬ 
ment,  according  to  household  size,  in 
addition  to  the  allotment  the  house¬ 
hold  is  normally  eligible  to  receive. 
Therefore,  if  a  four  person  household 
is  entitled  to  $300  in  lost  benefits  and 
is  eligible  to  receive  $137  in  coupons 
each  month,  the  household  would  re¬ 
ceive  $170  in  lost  benefits  during  the 


first  month,  assuming  $170  is  the 
maximum  allotment  for  the  house¬ 
hold’s  size.  When  added  to  the  house¬ 
hold’s  normal  allotment  of  $137,  the 
household  would  receive  a  total  of 
$307  in  food  stamp  benefits  for  the 
first  month.  In  the  second  month  the 
household  would  receive  the  remain¬ 
ing  $130  in  lost  benefits  plus  its 
normal  allotment  of  $137  which  would 
total  $267  in  food  stamp  benefits 
during  the  second  month.  This  proce¬ 
dure  requires  little  computational 
effort  by  the  eligibility  worker  and  can 
be  easily  computerized.  Also,  this 
method  is  equitable  to  all  households, 
regardless  of  income  or  current  eligi¬ 
bility. 

Furthermore,  it  restores  lost  bene¬ 
fits  in  a  reasonable  amount  of  time 
without  providing  households  with 
more  coupons  than  might  be  used  for 
food  in  one  month,  thus  minimizing 
the  potential  for  abuse. 

Another  significant  change  in  the 
way  benefits  are  currently  restored  is 
the  Department’s  proposal  to  prompt¬ 
ly  restore  lost  benefits  to  ineligible 
households  rather  than  waiting  until 
the  household  is  once  again  eligible. 
This  proposed  change  is  endorsed  by 
the  House  Report  and  appears  equita¬ 
ble  in  that  it  provides  all  households 
that  have  lost  benefits  with  the  same 
remedy. 

CLAIMS  AGAINST  HOUSEHOLDS 

The  Act  provides  broad  authority 
for  the  Department  to  establish, 
settle,  adjust  or  compromise  fraud  and 
nonfraud  claims  against  households. 
The  Act  specifically  provides  that  this 
broad  settlement  and  adjustment  au¬ 
thority  regarding  claims  against  par¬ 
ticipants  may  be  delegated  to  the 
State  agencies.  To  reduce  the  current 
duplication  of  effort  between  State 
and  Federal  levels  on  the  handling  of 
claims,  the  proposed  regulation  dele¬ 
gates  this  settlement  and  compromise 
authority  to  State  agencies.  In  turn, 
the  Department  will  focus  its  atten¬ 
tion  on  monitoring  each  State’s  overall 
activities  in  handling  all  fraud  and 
nonfraud  claims.  States  will,  however, 
be  required  to  follow  certain  minimum 
requirements  specified  in  these  pro¬ 
posed  regulations  for  handling  claims. 
These  minimum  requirements  general¬ 
ly  follow  the  guidelines  established 
under  the  Federal  Claims  Collection 
Act  of  1966  for  collecting  claims  owed 
the  Federal  Government.  However, 
modifications  to  these  general  guide¬ 
lines  have  been  made,  when  appropri¬ 
ate,  to  take  into  consideration  the  low 
income  levels  of  most  households 
owing  claims  for  food  stamp  overis¬ 
suances. 

Nonfraud  claims— Procedural  errors. 
In  some  instances,  households  are 
technically  ineligible  to  participate  in 
the  program  even  though  the  house¬ 
hold  is  eligible  for  needed  food  bene¬ 


fits  based  on  all  other  financial  and 
nonfinancial  eligibility  standards. 

For  example,  a  household  may  be 
eligible  to  participate  in  the  program 
based  on  the  household’s  income  and 
resources  even  though  the  State  failed 
to  ensure  that  the  required  work  regis¬ 
tration  form  was  completed  or  that 
the  application  was  signed.  Collection 
of  claims  for  procedural  errors  is 
unfair  where  the  household  was  in 
need  of  food  assistance  and  would 
have  been  determined  eligible  except 
for  the  procedural  error.  Therefore, 
the  Department  proposes  that  States 
not  establish  claims  against  house¬ 
holds  for  amounts  which  the  house¬ 
hold  would  have  been  entitled  to  re¬ 
ceive  but  for  the  unintenfional  techni¬ 
cal  error. 

Nonfraud  claims— Agency  errors. 
The  Department  proposes  that  house¬ 
holds  be  liable  for  non-procedural 
agency  errors  even  if  the  household  is 
not  at  fault.  Since  the  household  has 
received  the  benefit  of  the  State's 
error,  the  Department  proposes  that 
the  household  be  required  to  return 
this  benefit.  Other  Federal  programs 
do  not  automatically  decline  collection 
of  losses  caused  solely  by  agency  error. 
This  procedure  is  consistent  with  the 
general  guidelines  provided  in  the 
joint  regulations  published  by  the 
General  Accounting  Office  and  the 
Department  of  Justice  under  the  au¬ 
thority  of  the  Federal  Claims  Collec¬ 
tion  Act.  Eliminating  collection  activ¬ 
ity  on  all  agency  errors  would  have 
the  net  effect  of  writing  off  significant 
amounts  of  potentially  collectible 
money  owred  the  Federal  Government. 

However,  the  Department  believes, 
in  some  circumstances,  that  the  cost  of 
collection  activities  may  exceed  the 
possible  returns.  Therefore,  the  De¬ 
partment  proposes  that  State  agencies 
not  be  required  to  initiate  collection 
action  on  agency  errors  or  errors 
caused  by  household  misunderstand¬ 
ing  if  the  amount  of  the  claim  is  less 
than  $35  or  if  the  State  agency  has  in¬ 
formation  which  documents  that  the 
household  cannot  be  located.  (The  $35 
amount  is  the  current  minimum 
amount  for  claims  against  retailers 
and  wholesalers.)  Additionally,  the 
proposed  regulations  allow  State  agen¬ 
cies  to  terminate  collection  of  non¬ 
fraud  claims  in  situations  where  there 
is  little  likelihood  that  the  household 
will  pay  or  where  the  claim  has  been 
held  in  suspense  for  more  than  3 
years. 

The  Department  also  proposes  a  12- 
month  time  limit  for  establishing%ion- 
fraud  claims.  This  time  limit  elimi¬ 
nates  the  administrative  burden  of  do¬ 
cumenting  and  computing  errors  that 
occurred  more  than  a  year  prior  to  dis¬ 
covery  and  is  consistent  with  the  12- 
month  limit  proposed  for  restoring 
lost  benefits.  In  those  cases  where 
auditors  discover  errors  dating  back 
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several  years,  the  Department  believes 
it  would  be  more  cost  efficient  to  con¬ 
centrate  on  correcting  the  cause  of  the 
error,  rather  than  trying  to  compute  a 
claim  which  could  be  difficult  to  col¬ 
lect. 

Fraud  claims.  The  Department  pro¬ 
poses  that  a  fraud  claim  be  established 
if  a  determination  of  fraud  has  been 
made  by  either  a  court,  an  administra¬ 
tive  fraud  hearing  or  by  the  State 
agency’s  fraud  investigators.  Prior  to 
the  fraud  finding,  the  claim  shall  be 
handled  as  a  nonfraud  claim.  In  cases 
where  the  determination  of  fraud  was 
made  by  the  State’s  fraud  investiga¬ 
tors,  the  proposed  regulations  specify 
that  the  State  agency  is  not  allowed  to 
coerce  a  household  into  paying  a  claim 
by  threatening  to  initiate  an  adminis¬ 
trative  fraud  hearing  or  by  threaten¬ 
ing  to  prosecute. 

The  proposed  procedures  for  estab¬ 
lishing  and  collecting  fraud  claims  are 
similar  to  nonfraud  procedures  except 
that  there  is  no  12-month  time  limit 
for  establishing  a  fraud  claim  and 
States  are  required  to  send  additional 
demand  letters.  The  length  of  time 
needed  to  prosecute  and  investigate 
fraud  claims  makes  imposition  of  a  12- 
month  time  limit  unwarranted. 

Criteria  for  suspending  action— 
Fraud  and  Nonfraud.  The  Department 
proposes  that  States  suspend  but  not 
terminate  collection  action  on  any 
claim  if  the  household  is  financially 
unable  to  currently  pay  the  claim  but 
may  be  able  to  pay  the  claim  at  some 
future  time.  For  example,  nearly  all 
claims  which  currently  participating 
households  are  financially  unable  to 
pay  will  be  held  in  suspense,  since  a 
possibility  exists  that  the  household 
may  be  entitled  to  restoration  of  lost 
benefits  which  could  be  used  to  offset 
the  claim.  States  can  also  hold  a.  claim 
in  suspense  until  the  household's  cir¬ 
cumstances  have  improved.  States  will 
not  be  required  to  hold  any  claim  in 
suspense  for  more  than  3  years.  This 
rule  benefits  both  States  and  house¬ 
holds  in  that  households  can  arrange 
for  repayment  at  a  time  when  it  will 
cause  the  household  the  least  hard¬ 
ship  and  States  need  not  continue 
sending  demand  letters  to  households 
that  are  financially  unable  to  pay  at 
the  present  time. 

Submission  of  payments.  In  the  past, 
the  Department  has  allowed  States  to 
submit  to  FNS  individual  claims 
checks  received  from  households.  This 
procedure,  together  with  the  delays  in 
the  receipt  of  payments,  has  created 
problems  in  that  the  checks  are  often 
stale  and  will  no  longer  be  honored  by 
banks.  In  addition,  the  likelihood  is  in¬ 
creased  that  there  are  insufficient 
funds  to  cover  the  payment.  There¬ 
fore,  the  Department  proposes  that 
each  State  submit  a  single  consolidat¬ 
ed  check,  draft,  or  warrant  to  FNS 
which  consolidates  all  of  the  payments 


collected  at  the  State  or  local  level 
during  the  previous  calendar  month. 
To  assure  timely  submission  of  pay¬ 
ments,  the  Department  proposes  that 
the  consolidated  check  be  due  no  later 
than  the  15th  of  each  calendar  month 
and  that  no  more  than  45  days  elapse 
between  the  date  a  household  makes  a 
payment  on  a  claim  and  the  date  the 
payment  is  submitted. 

To  effectively  monitor  State  claims 
activities,  the  Department  proposes 
that  each  State  agency  submit  a 
report  to  FNS  which  summarizes  the 
State’s  activities  relating  to  claims 
during  the  previous  calendar  month. 
This  report  is  also  due  on  the  15th  of 
each  calendar  month  and  shall  be  sub¬ 
mitted  even  if  the  State  agency  has 
not  collected  any  payments.  A  draft  of 
this  report  form  is  included  in  the  pro¬ 
posed  rulemaking. 

60-DAY  CONTINUATION  OF  CERTIFICATION 

The  Act  of  1977  provides  that  certi¬ 
fied  households  moving  between  pro¬ 
ject  areas  will  remain  certified  for  par¬ 
ticipation  in  the  new  project  area  for 
sixty  days  after  the  move.  The  House 
Report  emphasizes  the  need  for  States 
to  comply  with  this  requirement  even 
though  other  provisions  of  the  new 
Act  will  expedite  certification  in  the 
new  project  area.  The  House  Report, 
in  quoting  testimony  supporting  the 
60  day  continuation,  noted  that  with¬ 
out  that  provision  and  “•  •  •  despite 
the  family’s  need  and  dependency 
upon  food  stamps,  that  family  would 
not  be  eligible  [because  of  adminisra- 
tive  delays]  to  participate  in  the  pro¬ 
gram.” 

The  Department  is  aware  of  a  need 
to  make  the  availability  of  the  trans¬ 
fer  procedure  better  known  to  house¬ 
holds.  The  Department  is  considering 
a  requirement  that  information  on 
this  provision  be  printed  on  the  food 
stamp  application  and  change  report 
forms,  and  be  included  in  outreach 
materials.  These  regulations  propose 
that  households  be  advised  that  they 
have  the  option  in  the  new  project 
area  of  using  the  transferred  eligibil¬ 
ity,  or  of  reapplying  under  emergency 
certification  provisions  if  their  income 
has  been  substantially  reduced. 

The  proposed  regulations  retain  the 
current  requirements  governing  the 
transfer  of  eligibility,  except  that  one 
change  from  current  procedures  has 
been  introduced.  Recent  audits  have 
indicated  that  households  certified 
under  these  procedures  may  begin  re¬ 
ceiving  substantial  income  in  the  new 
project  area  which  would  otherwise 
render  them  ineligible.  Similarly, 
households  may  not  be  using  the  cur¬ 
rent  transfer  procedures  because 
income  in  the  new  project  is  less  than 
shown  on  the  transfer  form.  There¬ 
fore,  the  regulations  require  that 
when  the  household  submits  a  trans¬ 
fer  form  in  the  new  project  area,  it 


must  report  any  changes  in  circum¬ 
stances.  The  State  agency  shall  then 
process  these  changes  as  described 
below. 

Unless  the  household  is  eligible  for 
expedited  participation  in  the  new 
project  area,  the  first  month’s  benefits 
will  be  based  on  the  information  pro¬ 
vided  on  the  transfer  document.  The 
second  issuance  will  be  based  on  the 
reported  changes.  Households  which 
receive  significant  increases  in  income 
after  the  move  could  receive  zero 
benefits  during  the  second  month, 
whereas  households  with  reductions  in 
income  could  receive  an  increased  al¬ 
lotment.  The  Department  believes 
that  this  approach  is  consistent  with 
the  intent  of  the  Act  as  a  whole  and  ts 
in  accord  with  the  60  day  certification 
for  participation  statutory  language. 

The  transfer  form  will  be  redesigned 
to  facilitate  updating  the  household's 
circumstances  in  the  new  project  area. 
As  the  Department  has  encountered 
complaints  from  State  agencies  that 
States  are  required  to  maintain  larger 
supplies  of  accountable  transfer  docu¬ 
ments  than  actually  needed,  the  De¬ 
partment  will  take  steps  to  ensure 
that  States  are  not  overburdened  with 
unnecessary  supplies  of  transfer 
forms. 

ISSUANCE  AND  USE  OF  FOOD  COUPONS 

This  part  of  the  proposed  regula¬ 
tions  deals  with  more  technical  as¬ 
pects  of  program  administration  and 
should  be  of  special  interest  to  State 
agencies,  coupon  issuers,  bulk  storage 
points  and  the  U.S.  Postal  Service. 
The  sections  concerning  the  use  or  re¬ 
demption  of  coupons  by  eligible  house¬ 
holds,  the  close-out  of  coupon  issuers 
and  the  return  of  coupons  are  of  more 
general  interest.  Briefly,  this  section 
discusses  (1)  State  agency  issuance  re¬ 
sponsibilities,  (2)  types  of  issuance  sys¬ 
tems  that  shall  be  used,  (3)  mail  issu¬ 
ance  standards,  (4)  distribution  of  bulk 
supplies  of  coupons,  (5)  responsibilities 
of  coupon  issuers  and  bulk  storage 
points,  (6)  reconciliation  of  issuance 
records  and  their  retention  and  securi¬ 
ty,  (7)  State  agency  reporting,  (8)  pro¬ 
cedures  for  the  close  out  of  coupon  is¬ 
suers,  and  (9)  requirements  concerning 
the  use  and  return  of  coupons.  The 
Department  encourages  interested 
parties  to  carefully  examine  this  pro¬ 
posed  regulatory  language  and  make 
specific  and  detailed  comments. 

In  large  part,  these  proposed  regula¬ 
tions  are  based  on  past  experience 
with  various  coupon  issuance  methods. 
Those  procedures  which  the  Depart¬ 
ment  believes  have  worked  well  in  the 
past  are  being  proposed  in  this  rule- 
making.  As  a  result,  much  of  the  pro¬ 
posal  is  similar  or  identical  to  existing 
Departmental  requirements.  Some  of 
the  proposed  regulations,  however, 
represent  changes  from  current  re¬ 
quirements  because  a  cash  purchase 
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requirement  will  no  longer  be  collected 
from  participants. 

STATE  AGENCY  RESPONSIBILITIES 

State  Financial  Protection.  Under 
the  Act,  State  agencies  are  “•  *  •  re¬ 
sponsible  •  •  •  for  any  financial  losses 
involved  in  the  acceptance,  storage 
and  issuance  of  coupons.”  The  Depart¬ 
ment  proposes  to  change  the  current 
policy  of  requiring  State  agencies  to 
carry  bonding  and  allow  States  the  ad¬ 
ditional  option  of  self-insuring.  The 
Department  believes  that  States 
should  be  accorded  flexibility  to  ap¬ 
propriately  tailor  insurance  and  secu¬ 
rity  standards  according  to  State  pri¬ 
orities. 

State  monitoring  of  coupon  issuers. 
The  Act  requires  the  Department  to 
develop  procedures  for  determining 
and  monitoring  the  level  of  coupon  in¬ 
ventories  held  by  coupon  issuers.  To 
fulfill  this  requirement,  the  proposed 
regulations  require  State  agencies  to 
establish  accountability  systems  to 
monitor  the  day-to-day  activities  of  all 
coupon  issuers.  In  addition,  the  State 
agency  is  required  to  conduct  an  on 
site  review,  including  a  count  of  cou¬ 
pons  on  hand,  of  each  coupon  issuer 
and  bulk  storage  point  at  least  once  a 
year. 

ISSUANCE  SYSTEMS 

System  classification.  States  may 
issue  food  coupons  through  a  variety 
of  methods,  including  a  direct  coupon 
mailing  system.  A  direct  coupon  mail¬ 
ing  system  does  not  utilize  an  authori¬ 
zation  document.  This  system  is  an 
outgrowth  of  an  earlier  policy  which 
allowed  States  to  send  food  coupons  to 
zero  purchase  households  without 
using  Authorization  To  Participate 
(ATP)  cards. 

The  Department  will  encourage 
direct  coupon  mailing  in  rural  areas 
due  to  limited  access  to  issuance  facili¬ 
ties;  and  will  discourage  its  use  in  high 
risk  urban  areas,  due  to  on-going  prob¬ 
lems  with  thefts  of  coupons.  Direct 
coupon  mailing,  when  used  appropri¬ 
ately,  will  simplify  issuance  proce¬ 
dures  and  will  improve  State  agency 
accountability. 

Household  Issuance  Record  ( HIR )  Is¬ 
suance.  The  proposed  regulations 
would  provide  that  States  with  an 
HIR  issuance  system  may  stagger  issu¬ 
ance  •  of  coupons  to  households 
through  the  15th  of  the  month,  as 
long  as  each  household  can  obtain 
coupons  on  or  about  the  same  day  of 
the  month  during  the  certification 
period.  In  an  HIR  system,  the  State 
agency  must  also  provide  households 
that  are  certified  after  the  25th  of  the 
month  with  the  option  of  obtaining 
the  coupon  allotment  for  the  month 
of  certification  in  the  next  month. 
This  will  insure  that  households  have 
an  opportunity  to  obtain  benefits  for 
which  they  were  certified. 


ATP  Issuance.  Currently,  most 
States  use  ATP  cards  as  the  means  by 
which  households  obtain  food  stamp 
coupons.  Expiration  dates  on  ATP 
cards  facilitate  the  State  agencies  abil¬ 
ity  to  reconcile  issuance  while  still  pro¬ 
viding  the  houshold  with  a  reasonable 
opportunity  to  obtain  the  full  coupon 
allotment  in  the  period  of  certified 
need. 

Since  households  no  longer  have  to 
coordinate  income  flow  with  coupon 
purchasing,  the  proposed  regulations 
require  that  normally  only  one  ATP 
be  issued  per  month  and  that  each 
ATP  be  clearly  marked  with  an  expira¬ 
tion  date.  The  expiration  date  insures 
that  coupon  receipt  coincides  with  pe¬ 
riods  of  documented  need  for  food  as¬ 
sistance.  Use  of  undated  ATP’s  could 
encourage  the  exchange  of  coupons 
for  cash.  The  ATP  shall  be  valid  only 
for  the  month  of  issuance  unless  an 
ATP  has  been  issued  after  the  25th 
day  of  the  month.  In  such  situations 
the  ATP  shall  not  expire  until  the  end 
of  the  following  month. 

To  avoid  crowded  issuance  offices 
and  long  waits  by  participants  to 
obtain  the  coupons,  the  proposed  reg¬ 
ulations  provide  that  the  State  agency 
may  stagger  the  issuance  of  ATP’s  to 
certified  households  through  the  15th 
day  of  the  month,  provided  that  each 
household  cycle  is  established  so  that 
it  receives  its  ATP  at  the  same  time 
each  month  in  its  certification  period. 

Issuance  of  coupons  to  special  house¬ 
holds.  Instructions  currently  provide 
that,  at  the  participant’s  request,  blind 
persons  may  be  issued  coupon  allot¬ 
ments  in  coupon  books  of  one  denomi¬ 
nation.  It  is  proposed  that  this  policy 
be  extended  to  any  visually  handi¬ 
capped  participants. 

ISSUANCE  OF  COUPONS  THROUGH  THE 
MAIL 

Types  of  mail  issuance  systems.  The 
Act  imposes  the  responsibility  for  the 
issuance,  control  and  accountability  of 
coupons  to  States.  The  proposed  regu¬ 
lations  allow  States  to  issue  all  or  part 
of  the  coupon  allotments  either  by 
“regular  mail  issuance”  or  direct 
coupon  mailing.  A  regular  mail  issu¬ 
ance  system  is  one  which  uses  as  an  in¬ 
termediate  step  an  authorization  docu¬ 
ment  which  must  be  redeemed  before 
coupons  can  be  issued.  A  direct  coupon 
mailing  system,  as  its  name  implies, 
consists  of  the  direct  mailing  of  cou¬ 
pons  to  households. 

Coupons  lost  in  the  mail  The  De¬ 
partment  is  concerned  over  current 
loss  rates  of  coupons  in  “high  risk” 
urban  areas  and  over  the  difficulties 
which  participants  encounter  when  at¬ 
tempting  to  obtain  replacement  is¬ 
suances.  The  proposed  regulations  re¬ 
quire  State  agencies  to  use  certified 
mail  for  regular  or  direct  mailing  pro¬ 
grams  when  the  value  of  monthly 
coupon  replacements  for  an  area  ex¬ 


ceeds  the  monthly  cost  of  certified 
mail. 

Nonetheless,  the  Department  will 
continue  to  accept  liability  for  losses 
of  coupons  placed  in  the  mail  if  the  al¬ 
lotments  are  mailed  in  accordance 
with  FNS  requirements.  However, 
State  agencies  must  take  corrective 
action  to  report,  trace  and  eliminate 
mail  losses.  If  State  agencies  fail  to 
initiate  corrective  action  or  if  the 
action  taken  fails  to  significantly 
reduce  the  losses,  FNS  may  notify  the 
State  that  the  loss  rate  is  unaccepta¬ 
ble.  Financial  liability  may  then  be 
transferred  to  the  State  and  all  fur 
ther  mailings  shall  be  at  the  risk  of 
the  State  agency.  States  which  refuse 
to  use  certified  mail  as  required  by 
FNS  shall  be  held  liable  for  future 
mail  issuance  losses. 

Mail  issuance  controls  and  records. 
States  with  direct  mailing  systems 
must,  under  the  Department’s  propos¬ 
al,  stagger  the  mailing  of  coupons  to 
certified  households  through  the  10th 
day  of  the  month  and  may  stagger 
mailings  through  the  15th,  provided 
that  each  household’s  cycle  is  estab¬ 
lished  so  that  it  receives  coupons  at 
the  same  time  each  month.  As  an  addi¬ 
tional  means  of  curtailing  losses. 
States  are  prohibited  from  mailing 
coupons  to  large  concentrations  of 
households  with  the  same  zip  code  on 
the  same  day.  Waivers  from  these  re¬ 
quirements  will  be  considered,  for  ex¬ 
ample  where  the  mail  issuance  case¬ 
load  is  so  small  that  a  staggered  mail 
system  is  unnecessary. 

RECONCILIATION 

Reconciliation  of  ATP’s  with  the 
HIR  Master  File.  New  procedures  for 
replacement  of  lost  or  stolen  coupons 
and  for  valid  coupon  issuance  into  a 
subsequent  month  mandate  certain 
changes  in  reconciliation  procedures. 
Currently,  States  must  merge  the  re¬ 
cords  of  the  emergency  and  replace¬ 
ment  ATP  issuances  with  the  HIR 
master  file  prior  to  posting  and  recon¬ 
ciling  the  transacted  ATP’s.  However, 
because  ATP’s  issued  after  the  25th  of 
the  month  can  be  redeemed  in  the  fol¬ 
lowing  month,  States  will  now  be  re¬ 
quired  to  establish  a  mechanism  for 
the  redemption  of  two  valid  ATP’s  in 
one  month,  and  the  reconciliation  and 
posting  to  the  correct  month  of  issu¬ 
ance.  In  addition,  replacement  ATP’s 
issued  as  a  result  of  lost  or  stolen  cou¬ 
pons,  as  well  as  the  original  ATP’s, 
must  be  reported  and  posted  on  the 
HIR  master  file  as  valid  issuances  for 
the  month. 

STATE  AGENCY  REPORTING  AND 

DESTRUCTION  OF  UNUSUABLE  COUPONS 

State  agency  reporting.  The  Depart¬ 
ment  is  currently  reevaluating  all  re¬ 
porting  requirements  to  determine  if 
any  of  the  reporting  burdens  on  State 
agencies  can  be  alleviated.  The  results 
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of  the  study  may  lead  to  further 
changes  in  the  reporting  requirements 
beyond  those  reflected  in  the  proposed 
regulations.  In  the  proposed  regula¬ 
tions,  due  dates  of  certain  issuance  ac¬ 
tivity  reports  are  extended  to  allow 
State  agencies  additional  time  to 
submit  correct  and  complete  reports. 
The  Department  has  added  a  new 
report  for  all  State  agencies  with  ATP 
systems.  This  report  will  record  the  re¬ 
sults  of  the  reconciliation  of  transact¬ 
ed  ATP’s  to  the  Hilt  master  file.  The 
identification  of  all  unreconciled 
ATP’s  will  enable  the  States  and  the 
Department  to  establish  the  liabilities 
for  those  cards  and  will  allow  the  De¬ 
partment  to  monitor  any  corrective 
action  or  claims  action  taken  by  the 
State  agencies. 

State  agency  destruction  of  unusable 
coupons.  Coupons  that  are  unusable 
because  they  have  been  mutilated  or 
improperly  manufactured  are  current¬ 
ly  returned  to  the  Department 
through  the  mail.  To  allow  for  im¬ 
proved  accountability  and  control  over 
these  coupons  and  for  savings  on  post¬ 
age  fees,  the  proposed  regulations  re¬ 
quire  the  State  agency  to  destroy  the 
coupons  and  to  report  the  destruction 
to  the  Department.  This  destruction 
authority  is  limited  to  not  more  than 
$200  per  coupon  issuer  or  bulk  storage 
point  per  month.  If  the  value  of  the 
coupons  to  be  destroyed  exceeds  $200, 
the  Department  must  be  consulted 
prior  to  destruction,  to  determine 
what  steps  should  be  taken. 

CLOSE  OUT  OF  A  COUPON  ISSUER 

Maintenance  of  participant  service. 
Proposed  regulations  will  prohibit 
State  agencies  from  using  an  issuer  or 
bulk  storage  point  any  longer  than  30 
days  from  the  date  a  decision  to  termi¬ 
nate  a  coupon  issuer  for  noncompli¬ 
ance  with  contractual  requirements 
has  been  reached.  States  will  further 
be  required  to  perform  on  site  recon¬ 
ciliation  of  the  issuer’s  activity  on  a 
weekly  basis.  Food  stamp  participants 
using  a  coupon  issuer  that  is  to  be  ter¬ 
minated  must  be  notified  30  days  prior 
to  the  close-out  of  the  issuer.  Addi¬ 
tionally,  the  State  must  take  whatever 
action  is  necessary  to  maintain  partici¬ 
pant  service.  Notification  of  partici¬ 
pants  is  proposed  to  ensure  that 
States  remain  responsive  to  the  needs 
of  participants  and  that  participants 
continuously  receive  timely  service. 

Participation  of  Retailer  Food 

Stores,  Wholesale  Food  Concerns, 

and  Banks 

This  section  of  the  preamble  discus- 
sess  changes  required  as  a  result  of  the 
new  Act  regarding  participation  by 
food  retailers  and  wholesalers.  Be¬ 
cause  existing  provisions  regarding  re¬ 
tailer/wholesaler  activities  have  gener¬ 
ally  been  considered  successful,  major 
portions  of  this  section  are  a  restate¬ 


ment  of  existing  regulations,  instruc¬ 
tions  or  procedures.  The  Department 
encourages  detailed  comments  on  this 
section,  especially  from  organizations, 
businesses  or  persons  likely  to  be  di¬ 
rectly  affected  by  its  provisions. 

Staple  food.  The  proposed  regula¬ 
tions  implement  language  in  the  Act 
defining  staple  food  as  food  intended 
for  “•  •  •  home  preparation  and  con¬ 
sumption.  such  as  meat,  poultry,  fish, 
bread,  cereals,  vegetables,  fruits,  dairy 
products,  and  the  like,  but  not  includ¬ 
ing  accessory  food  items,  such  as 
coffee,  tea,  cocoa,  carbonated  and  un¬ 
carbonated  drinks,  candy,  condiments, 
and  spices  •  •  The  statute  provides 
that  retail  food  stores  would  be  autho¬ 
rized  to  accept  food  stamps  only  if 
food  sales  are  more  than  50  percent 
staple  foods.  The  list  of  staple  food 
items  in  the  proposed  regulations  in¬ 
cludes  fruit  and  vegetable  juices, 
which  are  not  specifically  mentioned 
in  the  list  of  staple  food  items  in  the 
Act.  This  is  a  logical  extension  of  the 
kinds  of  items  named  in  the  Act,  but 
would  not  necessarily  be  readily  in¬ 
ferred  from  that  list.  The  staple  food 
list  is  only  relevant  to  the  definition  of 
“retail  food  store’’  and  does  not  limit 
the  types  of  foods  households  may 
purchase  with  food  coupons. 

Eligible  food.  The  proposed  regula¬ 
tions  implement  the  statutory  require¬ 
ment  that  “•  •  •  hot  foods  or  hot  food 
products  ready  for  immediate  con¬ 
sumption  *  *  *”  no  longer  be  eligible 
for  purchase  with  food  stamps. 

Approval  of  retail  food  stores  and 
wholesale  food  concerns.  The  proposed 
regulations  implement  the  statutory 
requirement  that  retail  food  stores 
have  a  food  sales  volume  that  is  more 
than  half  staple  foods.  FNS  does  not 
expect  this  requirement  to  adversely 
affect  any  large  group  of  retail  food 
stores.  The  House  Report  explains 
that  retailers  should  not  be  required 
to  set  up  any  elaborate  system  of 
record  keeping  to  prove  to  FNS  that 
the  sales  of  staple  foods  warranted  au¬ 
thorization.  The  intention  is  to  elimi¬ 
nate  certain  stores,  such  as  candy  and 
ice  cream  stores,  spice  stores,  donut 
shops  which  do  not  also  sell  bread 
products,  and  house-to-house  delivery 
routes  which  sell  primarily  food  items 
that  are  not  staple  foods. 

Concern  has  been  expressed  that 
these  changes  would  withdraw  the  au¬ 
thorization  of  large  numbers  of  small 
rural  groceries,  convenience  stores, 
health  food  stores,  or  dairies  and 
other  stores  which  sell  a  single  kind  of 
food.  Such  fears  are  unfounded.  The 
House  report  notes  that  “*  *  •  there 
should  be  no  question  that  the  retail 
food  store  definition  would  not  dis¬ 
qualify  such  places  as  gasoline  stations 
that  handle  food  items  as  a  recognized 
separate  line  or  department  •  •  *  or 
drug  stores  that  stock  eligible  food 
items  or  specialty  stores,  such  as  bak¬ 


eries,  that  sell  a  line  of  staple  products 

»  *  •  99 

The  Act  does  not  change  the  present 
criteria  regarding  retail  store  authori¬ 
zations,  except  for  the  requirement 
that  retailers  must  have  food  sales 
that  are  more  than  50  percent  staple 
foods.  The  Department  has,  however, 
clarified  authorization  requirements  in 
the  proposed  regulations  to  provide 
more  guidance  concerning  specific  par¬ 
ticipation  criteria.  In  addition,  the  lo¬ 
cation  of  a  store  may  be  considered 
when  determining  whether  the  store 
could  be  expected  to  attract  food 
stamp  business. 

The  proposed  regulations  list  farm¬ 
ers  markets  *  which  are  involved 
in  the  direct  marketing  of  farmers’ 
produce  to  the  public  •  •  •”  as  one  cat¬ 
egory  of  food  store  which  can  be  ex¬ 
pected  to  be  authorized.  Where  farm¬ 
ers  rent  space  on  a  routine  basis  in 
these  markets,  each  farmer  would  be 
authorized  individually.  In  addition, 
where  a  roadside  stand  or  market  is 
operated  by  a  single  fanner  the  farmer 
would  be  authorized  individually. 
However,  where  farmers  participate  in 
a  farmers  market  but  do  not  rent 
space  on  a  routing  basis,  the  market 
itself  (rather  than  the  individual  farm¬ 
ers)  would  be  authorized.  A  farmer 
who  is  certified  to  receive  food  stamps 
as  a  participating  household  may  also 
be  authorized  to  accept  food  stamps  as 
a  retailer. 

When  reviewing  a  firm’s  authoriza¬ 
tion  request,  the  Department  may  con¬ 
sider  records  of  r.lminal  convictions, 
removal  from  other  programs,  civil 
suits  reflecting  on  business  integrity, 
and  fraudulent  misuse  of  food  stamps. 

Concern  has  been  expressed  that 
stores  which  raise  prices  when  welfare 
checks  or  food  coupons  are  issued 
should  not  be  allowed  to  participate. 
The  Act  prohibits  the  Department 
from  specifying  the  prices  at  which 
food  may  be  sold.  However,  if  there  is 
evidence  that  a  store  is  manipulating 
its  prices  to  increase  profits  at  the  ex¬ 
pense  of  program  participants,  the 
proposed  regulations,  as  well  as  pre¬ 
sent  regulations,  allow  the  Depart¬ 
ment  to  consider  that  evidence  in  ree¬ 
valuating  the  store’s  authorization. 
Further,  compliance  with  the  local 
and  State  regulations  on  sanitation 
and  food  safety  should  be  considered 
in  determining  a  firm’s  business  integ¬ 
rity. 

The  proposed  regulations  authorize 
wholesalers  only  if  staple  foods  make 
up  over  50  percent  of  the  total  food 
sales  and  an  authorized  retailer  (retail 
food  store,  meal  service,  nonprofit 
food  purchasing  venture,  or  drug 
addict  or  alcoholic  treatment  and  re¬ 
habilitation  center)  depends  on  the 
wholesaler  to  redeem  food  stamps. 
This  provision  will  remove  a  number 
of  wholesalers  from  participation  in 
the  program.  The  Act  states  that  no 
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firm  may  be  simulateneously  autho¬ 
rized  as  both  a  retailer  and  a  wholesal¬ 
er.  This  requirement  will  require 
firms,  which  meet  the  criteria  for  both 
retailers  and  wholesalers,  to  choose 
whether  they  wish  to  be  authorized  to 
redeem  food  stamps  as  retailers  or  as 
wholesalers. 

These  changes  in  the  criteria  for  au¬ 
thorizing  wholesalers  are  warranted 
by  program  changes  that  have  taken 
place  over  the  years.  In  the  early  days 
of  the  program,  authorizing  numerous 
wholesalers  served  an  important  func¬ 
tion  by  making  it  easier  for  retailers, 
without  access  to  banks,  to  redeem 
food  stamps.  This,  in  turn,  encouraged 
retailers  to  participate  in  the  program. 
Retailers  currently  have  better  access 
to  banks,  and  wholesalers  are,  for  the 
most  part,  not  a  vital  part  of  the  re¬ 
demption  process.  Moreover,  the  au¬ 
thorization  of  large  numbers  of  whole¬ 
salers  increases  administrative  and  en¬ 
forcement  burdens. 

Participation  of  retail  food  stores. 
The  Act  states  that  participating 
households  may  receive  cash  in 
change  in  amounts  less  than  $1.  The 
proposed  regulations  implement  this 
directive.  The  House  Report  notes 
that  the  intent  was  to  replace  credit 
slips  and  tokens  with  cash  change. 
Mandating  cash  change  will  relieve  re¬ 
tailers  of  the  burdens  of  providing,  is¬ 
suing,  and  accounting  for  credit  slips 
or  tokens.  Food  stamp  participants 
will  be  relieved  of  the  burden  of  re¬ 
turning  to  the  stores  where  credit  slips 
or  tokens  were  issued. 

In  order  to  minimize  any  potential 
for  abuse,  the  regulations  provide  that 
store  personnel  may  not  knowingly 
enter  into  a  series  of  small  transac¬ 
tions  for  less  than  $1  with  the  same 
food  stamp  participant  when  such 
transactions  are  designed  to  allow  the 
food  stamp  participant  to  accumulate 
cash  change. 

The  proposed  regulations  implement 
language  in  the  Act  which  allows  pri¬ 
vate  nonprofit  food  purchasing  ven¬ 
tures  to  accept  and  redeem  coupons 
before  delivering  the  food  orders 
bought  with  the  coupons.  The  pro¬ 
posed  regulations  require  that  private 
nonprofit  food  purchasing  ventures 
deliver  the  food  bought  with  coupons 
within  10  days  of  receiving  the  mem¬ 
ber's  coupons  for  the  order.  This 
added  requirement  will  protect  partici¬ 
pating  households  without  interfering 
with  the  operations  of  private  non¬ 
profit  food-purchasing  ventures  which 
may  have  capitalization  problems. 

Disqualification  of  retail  food  stores 
and  wholesale  food  concerns,  and  im¬ 
position  of  civil  money  penalties  in 
lieu  of  disqualifications.  To  imple¬ 
ment  the  Act,  the  proposed  regula¬ 
tions  state  that  FNS  may  fine  a  firm 
up  to  $5,000  per  violation  in  lieu  of  dis¬ 
qualifying  the  firm  for  violations,  if  a 
disqualification  would  cause  hardship 


to  participating  households.  It  has 
been  suggested  that  the  Department 
establish  a  table  of  specific  fines  for 
various  kinds  of  violations,  increasing 
in  severity  with  the  increase  in  the  se¬ 
riousness  of  the  violation.  This  ap¬ 
proach  was  rejected  because  it  does 
not  allow  for  differences  in  ability  to 
pay  among  stores,  or  for  differences  in 
the  effect  of  disqualification  on  prof¬ 
its.  The  method  adopted  takes  into  ac¬ 
count  that  a  disqualified  firm  will  lose 
regular  food  and  nonfood  salesj-as  well 
as  food  stamp  sales,  and  that  the 
firm’s  overhead  will  not  necessarily 
drop  in  proportion  to  the  drop  in  busi¬ 
ness  as  a  result  of  disqualification. 

In  conjunction  with  the  guidelines 
on  determining  the  amounts  of  the 
civil  money  penalties,  the  proposed 
regulations  list  the  standard  periods  of 
disqualification  and  the  criteria  used 
to  determine  which  period  of  disquali¬ 
fication  should  be  used.  The  sliding 
scale  of  disqualification  periods  pro¬ 
vides  for  longer  periods  of  disqualifica¬ 
tion  for  violations  which  are  consid¬ 
ered  more  serious. 

Demonstration,  Research,  and 
Evaluation  Authority 

Legislative  authority.  The  Depart¬ 
ment  has  been  provided  with  statutory 
authority  to  conduct  demonstration, 
research,  and  evaluation  projects. 
While  developing  the  proposed  regula¬ 
tions,  contacts  were  made  with  repre¬ 
sentatives  from  the  Departments  of 
Labor;  Health  Education  and  Welfare; 
and  Housing  and  Urban  Development 
to  determine  how  these  Departments 
administer  demonstration,  research 
and  evaluation  projects.  The  Depart¬ 
ment  obtained  significant  guidance  in 
the  development  of  the  proposed  regu¬ 
lations  and  on  the  subject  of  actual 
project  operations.  These  proposed 
regulations  supersede  proposed  rules 
on  demonstration  projects  which  were 
published  in  the  Federal  Register  on 
June  11,  1976  (41  FR  23720). 

Demonstration  projects.  The  demon¬ 
stration  project  authority  allows  the 
Department  to  waive  specific  require¬ 
ments  of  the  Act  and  regulations  to 
conduct  tests  designed  to  improve  pro¬ 
gram  administration  and  benefit  deliv¬ 
ery.  As  required  by  the  law,  no  project 
will  be  undertaken  if  it  would  lower  or 
further  restrict  the  income  or  resource 
standards  or  benefit  levels  established 
in  the  Act. 

Research  projects.  Such  projects  are 
authorized  to  study  means  to  improve 
both  program  administration  and  the 
effectiveness  of  the  program  in  deli¬ 
vering  nutrition  related  benefits. 

Evaluation  projects.  The  law  man¬ 
dates  an  annual  evaluation  of  the  pro¬ 
gram’s  impact  on  the  nutritional  and 
economic  status  of  participating 
households,  the  agricultural  economy, 
and  the  program’s  fairness  to  program 
participants. 


In  establishing  demonstration  pro¬ 
ject  priorities  for  fiscal  year  1979  (FY 
1979),  the  Department  will  review  the 
proposals  already  received  and  the 
specific  comments  on  project  oper¬ 
ations  made  during  proposed  rulemak¬ 
ing.  This  publication,  however,  is  not 
intended  to  solicit  comments  on  par¬ 
ticular  demonstration  projects.  The 
Department  will  take  the  initiative  in 
determining  the  types  of  demonstra¬ 
tion  and  evaluation  projects  that 
should  be  undertaken,  either  through 
publication  of  a  Notice  of  Intent  in  the 
Federal  Register  or  a  solicitation 
made  in  conformance  with  the  Federal 
Procurement  Regulations.  This  should 
assure  that  the  Department  achieves 
its  demonstration  project  priorities 
given  the  limited  availability  of  funds 
for  this  purpose. 

Approval  of  proposals.  Proposals  will 
be  evaluated  by  a  panel  consisting  of 
Departmental  and  Agency  personnel. 
Selection  will  be  based  on  the  bidder’s 
responsiveness  to  both  general  and 
specific  project  criteria. 

Pre-Op  ^rational  rulemaking  proce¬ 
dures.  Applicable  rulemaking  require¬ 
ments  contained  in  the  Administrative 
Procedure  Act  will  be  followed  prior  to 
project  implementation. 

Federal  financial  participation.  The 
Department  will  assume  up  to  100  per¬ 
cent  of  State  agency  costs  involved  in 
demonstration  projects,  to  the  extent 
that  such  costs  exceed  those  usual  and 
customary  to  program  operations. 

All  cross-referenced  “reserved”  sec¬ 
tions  of  the  proposed  regulations  refer 
to  future  rulemaking.  Current  regula¬ 
tions  relevant  to  reserved  sections  will 
remain  in  force  until  revoked,  super¬ 
seded  or  modified  by  future  regulatory 
language. 

All  comments  received  on  sections  of 
the  proposed  rulemaking  that  impact 
on  current  HEW  regulations  will  be 
taken  into  consideration  in  analyzing 
and  developing  the  final  proposal. 

REORGANIZATION  OF  THE  REGULATIONS 

The  food  stamp  regulations  have 
been  extensively  revised  and  restruc¬ 
tured.  When  reviewing  the  reorga¬ 
nized  material,  please  note  that  sever¬ 
al  new  provisions  are  reserved  since 
these  provisions  will  be  proposed  rule- 
making  in  a  second  package  of  regula¬ 
tions.  In  addition,  several  provisions  in 
the  current  regulations  are  expected 
to  change  when  the  second  package  of 
proposed  rulemaking  is  published.  To 
show  that  these  current  provisions 
have  not  been  deleted  but  will  remain 
in  force  and  effect  until  the  second 
package  is  published  as  final  rulemak¬ 
ing,  these  provisions  in  the  current 
regulations  are  retained  by  reference 
but  are  not  restated. 

Certain  sections  of  the  Food  Stamp 
Act  are  effective  without  publication 
of  regulations.  These  sections  include: 
4(c)  (notice  and  comment  rulemaking 
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requirements,  advance  copies  of  rules 
to  the  Committees);  7(c)  (coupon 
design);  and  11(g)  (injunctive  relief 
against  State  agencies). 

To  help  in  relating  the  current  regu¬ 
lations  to  the  proposed  regulation,  the 
following  table  of  redesignations  has 
been  compiled: 

Table  of  Redesignations 


Old 

New 

270.1(a) . 

270.1(b) . 

270  Reserved. 
271.1(a). 

271.1(b). 

270.2(a)' . . . 

270.2(b) . . . . 

270.2(c) . . 

270.2(d) . 

271.2 

Deleted. 

271.2 

270.2(e) . 

271.2 

270.2(0-0) . 

271  2 

270.2(qMs) . - . 

271.2 

270.2(t) . . 

270.2  (u)  and  (v) . 

271.2 

270.2(y) . 

271.2 

270.2  (bb) . 

271.2 

270.2  (cc)  and  (dd) _ _ _ ........ 

270  Wee) . 

Deleted. 

271.2 

270.2(10-01) . 

270.2  (mm),  (oo),  and  (pp) . . 

271.2 

270.2(98) . 

271.2 

270.2(tt) . . . 

271.2 

270.2<wwMyy) . . 

Deleted. 

270  2<>s) 

271  2 

270  3(1) . 

271  3(a). 

270.3(b) . . . 

271.4(a). 

270.3(c) . . . . 

272.4(aX2). 

270.4(a)  . . . . . 

271.5(a). 

270  4(b) 

271  Kb) 

971*4(0  . . 

271.5(c). 

270.4(d) . 

273.16  (a)  and  (b); 

270.5(a) . 

271.5(b). 

271.3(b). 

270.5(b) . 

271.6(b) 

270.5(c) . 

271.1(a)' . 

271.1(b) . 

272.8  Reserved. 
272.1(a). 

271.1(c)' . 

271.1(d) . 

271.1(e) . 

272.1(b). 

272.7(a). 

273.2  (fXIXiv)  and 

271.1(0 . 

273.3. 

272.1(c). 

271.1(g) . 

271.1(h)' . 

271.10)' . 

271. l(j) . 

272.4(a)(1). 

277  Reserved. 

272.2  Reserved; 

2723  Reserved. 
271.4(a). 

271.  l(k>> _ 

271.10) . 

Reserved. 

272.1(e). 

271. l(m) . 

272.1(0  and  274.7. 

271.1(nXl) . 

271.1(n)(2) . . . 

273.13(a)  (1)  and 
(2). 

273.13(b). 

271.1(nX3) . 

271.1(nX4) . 

273.12(0(1X10; 

(2X11). 

273.15(k). 

271.1(0) . 

273.15. 

271. l(p) . . . 

273  170). 

271. l(q) . 

273.17. 

271. l(r)  * . . . . . 

271.1(s) . 

272.1(d)  Reserved. 
272.1(g). 

271.10)' . - . 

271  2' . 

271.3(a)(1) . 

273.1  (a)  and  (b). 

271.3(aXl)  0)  and  (li) . - 

271.3(a)(lXiii) . 

273.2(d). 

273.12. 

27 1.3(aX  2 ) _ _ e-- 

274  10(b). 

271.3(a)(3) . 

274.10(c). 

271.3(a)(4) . 

274.10(d);  273.11(e); 

271.3(a)(5) . 

273.1(fXlV). 

274.10(e). 

271  3(h) 

27 1 .3(c )— In  troductory 

paragraph . 

273.8(a)  and 
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Table  op  Redesignations— Continued 


Old 

New 

271.3(CX1X1) . - 

273.9(b). 

271.3(cXlXiXa) - 

271.3(cXlXiXb) - 

271.3(00X1X0 _ 

271.3(0(1  XIMd) . . . 

273.9(bXl)(l). 
273.9(b)(  1  Xtl); 
273.9(0(9); 
273.11(a). 
273.9(b)(1)(H); 
273.9(cX9);  * 

273.11(a). 
273.9(b)(lXli); 

271.3(cXlXiXe) _ 

271.3(0(1X1X0 . 

273.9(0(9); 

273.11(b). 

273.9(b)(2)(H). 

273.9(b)(2)(l). 

271.3(0X1X1X6)... . 

273.9(bX2)(V). 

271.3(cXiXlXh) . 

271.3(0(1X1)0) . 

273.9(0(1X11). 

273.9(b)(2Xiv). 

271.3(0(1X1X1) . . 

271.3(0(1X1)00 . 

273.9(bX2Xlv). 

273.9(b)(2XiU). 

271.3(00X1X1) . . 

271.3(0(1  XlXrn) . . . 

Deleted. 

Do. 

271.3(cXlXliXa) . 

273.9(cX7). 

27t.3(cXlXil)(b) . . . 

273  9(cXlOXi) 

271.3(cXlXilXc) . . . 

273.9(cX  1X1). 

271.3(cXlXU)(e) . 

273.9(0(8). 

271.3(cXlXiiXf). . . 

271.3(CXlXUXg) . 

271.3(00X11 )(h) . 

273.9(cX4). 

273.9(cX10XUl). 

273.9(c)(10Xlv). 

271  3(cXlXiilXa) . 

273  9(d)(2) 

271.3(00  XillKb) . 

271.2(cXl)(tUXc) _ 

271.3(cXlXlllXd) _ 

271.3(00X111X0 . 

271  3(0(1  XliiXf) 

Do. 

273.9(dX3). 

Deleted. 

271.3(cXlXiii)(g) . 

271  3(0(1  ViilWhl 

273.9(d)(4). 

273  10(c) 

271.3(c)(3) . . . 

273.9(a). 

271.3(0(4X1) _ 

271.3(0(4X11) . 

273  8(b). 

273.8(0. 

271.3(cX4XiU) _ 

271.3(cX4Xiv) . . . 


....  271.8(a). 
...  273.8(f). 


271.3(d) _  273.7. 

271.3(e) . . .  273.3. 

271.3(f) . . . . .  Deleted. 

271.4(aXl) . . .  273.300. 

27l.4(a)(2Xl). . . . .  273.2  (a)  and  (bL 

271.4(a)(2Xli) . . . .  273.3(e). 

271.4(aX2Xiii) _  273.3(f): 

273.2(1X4X0. 

271.4(aX3XI) _ _  273.2(g); 

273.10(gXl); 

273.2(hX2). 

27 1 . 4(  a )( 3  X  ii >— introductory 

paragraph _ ... _ ......... _  273.14(a). 

271.4(a)(3XiiXa) .  273.14(b). 

271.4<aX3XilXb) .  273.14(e). 

271.4(aX3Xil)(c) .  273.14(c). 

271.4(a)(3Xli)(d) .  273.14(d). 

271.4(a)(3XU)(e) .  273.14(f). 

271.4(aX4) .  273.10(f). 

271.4(aX5) . . .  273.19. 

271.4(aX6) _  273.10(g)(3). 

271.4(a)(7)'.... . . .  272.8  Reserved. 

271.5 .  273.10(e). 

271.6(a) _ _  274.4(e). 

271.6(b) .  274.4(c). 

271.6(0 .  274.4  (a)  and  (b). 

27 1 ,6(  d )— Introductory 

paragraph .  274. 1. 

271.6(dXl) .  274.3. 

271.6(dX2) . . .  Deleted. 

271.6(d)(3) .  Do. 

271.6(dX4) . . .  Do. 

271.6(dX5) .  274.2(d)(3). 

271.6(e) .  Deleted. 

271.6(f) .  274.6. 

271.6(g)' .  272.5  Reserved. 

271.6(h) .  274.1(d). 

271.6(1) . . .  274.11(e). 

271.7(aMd) 1 .  276  Reserved. 

271.7(e) .  273.16  and  273.18. 

271.7(f) .  273.18. 

271.8' . . .  272.3  Reserved. 

271.9(a).... . . .  274.10(a). 

271.9(b) .  274.10(f). 

271.9(c) . . .  274.10(g). 

271.9(d) .  274.10(h). 

271.9(e) . . .  273.18. 


Table  or  Redesignations— Continued 


271.9(f)-(j) _  274.11. 

271.9(10 -  Deleted. 

271.10 _  273.6. 

272 - -  278. 

273... _ _ _ _  279. 

274 ' . . ....... _ ... _ .... _ _  280  Reserved. 

275 ' _ .... _ _ _ ........ _  277  Reserved. 


The  language  In  these  paragraphs  of  the  old  reg¬ 
ulations  will  remain  In  full  force  and  effect. 

The  proposed  structure  of  sub¬ 
chapter  C  is  as  follows: 

SUBCHAPTER  C— FOOD  STAMP  PROGRAM 

Part 

270  [Reserved] 

271  General  information  and  definitions. 

272  Requirements  for  participating  State 
agencies. 

273  Certification  of  eligible  households. 

274  Issuance  and  use  of  food  coupons. 

275  Program  monitoring  systems  (re¬ 
served). 

276  State  agency  liabilities  and  federal 
sanctions  (reserved). 

277  Payment  of  certain  administrative 
costs  of  State  agencies  (reserved). 

278  Participation  of  retail  food  stores, 
wholesale  food  concerns  and  banks. 

279  Administrative  and  judicial  review- 
food  retailers  and  food  wholesalers. 

280  Emergency  food  assistance  for  victims 
of  disasters  (reserved). 

281  Designation  of  Indian  tribes  as  State 
agencies  (reserved). 

282  Demonstration,  research,  and  evalua¬ 
tion  projects. 

PART  270  [RESERVED] 

1.  Part  270  is  revised  and  redesignat¬ 
ed  as  Part  271.  The  new  Part  270  is  re¬ 
served.  The  definitions  in  paragraphs 
(a),  (uu),  and  (w)  of  former  section 
270.2  remain  in  force  and  effect  but 
are  redesignated  in  Part  271.  The  new 
Part  271  reads  as  follows: 

PART  271— GENERAL  INFORMATION  AND 
DEFINITIONS 


271.1  General  purpose  and  scope. 

271.2  Definitions. 

271.3  Delegations  to  FNS  for  administra¬ 
tion. 

271.4  Delegations  to  States  for  administra¬ 
tion. 

271.5  Coupons  as  obligations  of  the  United 
States,  crimes,  and  offenses. 

271.6  Complaint  procedures. 

Authority:  91  Stat.  958  (7  U.S.C.  2011- 
2027). 

§  271.1  General  purpose  and  scope. 

(a)  Purpose  of  the  Food  Stamp  Pro¬ 
gram.  The  Pood  Stamp  Program  is  de¬ 
signed  to  promote  the  general  welfare 
and  to  safeguard  the  health  and  well 
being  of  the  Nation’s  population  by 
raising  the  levels  of  nutrition  among 
low-income  households.  Section  2  of 
the  Food  Stamp  Act  of  1977  states,  in 
part: 

Congress  hereby  finds  that  the  limit¬ 
ed  food  purchasing  power  of  low- 
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income  households  contributes  to 
hunger  and  malnutrition  among  mem¬ 
bers  of  such  households.  Congress  fur¬ 
ther  finds  that  increased  utilization  of 
food  inestablishing  and  maintaining 
adequate  national  levels  of  nutrition 
will  promote  the  distribution  in  a 
beneficial  manner  of  the  Nation’s  agri¬ 
cultural  abundance  and  will  strength¬ 
en  the  Nation’s  agricultural  economy, 
as  well  as  result  in  more  orderly  mar¬ 
keting  and  distribution  of  foods.  To  al¬ 
leviate  such  hunger  and  malnutrition, 
a  food  stamp  program  is  herein  autho¬ 
rized  which  will  permit  low-income 
households  to  obtain  a  more  nutri¬ 
tious  diet  through  normal  channels  of 
trade  by  increasing  food  purchasing 
power  for  all  eligible  households  who 
apply  for  participation. 

(b)  Scope  of  the  regulations.  Part  271 
contains  general  information,  defini¬ 
tions  and  other  material  applicable  to 
all  parts  of  this  subchapter.  Part  272 
sets  forth  policies  and  procedures  gov¬ 
erning  State  agencies  which  partici¬ 
pate  in  the  Program.  Part  273  de¬ 
scribes  the  eligibility  criteria  to  be  ap¬ 
plied  by  State  agencies  and  related 
processing  requirements  and  stan¬ 
dards.  Part  274  provides  requirements- 
for  the  issuance  of  coupons  to  eligible 
households  and  establishes  related  is¬ 
suance  responsibilities.  Part  275  sets 
forth  guidelines  for  monitoring  the 
Pood  Stamp  Program,  analyzing  the 
results  and  formulating  corrective 
action.  Part  276  establishes  State 
agency  liability  and  certain  Federal 
sanctions.  Part  277  outlines  proce¬ 
dures  for  payment  of  administrative 
costs  of  State  agencies.  Part  278  delin¬ 
eates  the  terms  and  conditions  for  the 
participation  of  retail  food  stores, 
wholesale  food  concerns,  meal  services 
and  banks.  Part  279  establishes  the 
procedures  for  administrative  and  ju¬ 
dicial  reviews  requested  by  food  retail¬ 
ers,  food  wholesalers  and  meal  ser¬ 
vices..  Part  280  explains  procedures  for 
issuing  emergency  coupon  allotments 
to  certain  victims  of  disasters  unable 
to  purchase  adequate  amounts  of  food. 
Part  281  sets  forth  guidelines  for  des¬ 
ignating  Indian  tribes  as  State  agen¬ 
cies.  Part  282  provides  guidelines  for 
initiation,  selection  and  operation  of 
demonstration,  research  and  evalua¬ 
tion  projects. 

§  271.2  Definitions. 

“Affidavit”  (reserved). 

“Allotment”  means  the  total  value 
of  coupons  a  household  is  authorized 
to  receive  during  each  month  or  other 
time  period. 

“Application  for  participation" 
means  the  application  to  participate  in 
the  program,  as  designed  or  approved 
by  FNS,  which  is  completed  by  a 
household  member  or  authorized  rep¬ 
resentative. 

“Authorization  to  participate  card 
(ATP)”  means  a  document  which  is 


issued  by  the  State  agency  to  a  certi¬ 
fied  household  to  show  the  allotment 
the  household  is  authorized  to  receive 
on  presentation  of  such  document. 

“Bulk  storage  point”  means  an  office 
of  the  State  agency  or  any  person, 
partnership,  corporation,  organization, 
political  subdivision,  or  other  entity 
with  which  a  State  agency  has  con¬ 
tracted  for,  or  to  which  it  has  assigned 
responsibility  for,  the  security  and 
storage  of  food  coupons. 

“Communal  dining  facility”  means  a 
public  or  nonprofit  private  establish¬ 
ment,  approved  by  FNS,  which  pre¬ 
pares  and  serves  meals  for  elderly  per¬ 
sons,  or  for  Supplemenmtal  Security 
Income  (SSI)  recipients,  and  their 
spouses.  It  shall  include  senior  citi¬ 
zens’  centers,  apartment  buildings  oc¬ 
cupied  primarily  by  elderly  persons  or 
SSI  households,  public  or  private  non¬ 
profit  establishments  (eating  or  other¬ 
wise)  that  feed  elderly  persons  or  SSI 
recipients,  and  federally  subsidized 
housing  for  the  elderly  at  which  meals 
are  prepared  for  and  served  to  the 
residents.  It  shall  also  include  private 
establishments  that  contract  with  an 
appropriate  State  or  local  agency  to 
offer  meals  at  concessional  prices  to 
elderly  persons  or  SSI  recipients. 

“Coupon”  means  any  coupon,  stamp, 
or  certificate  provided  pursuant  to  the 
provisions  of  this  subchapter  for  the 
purchase  of  eligible  food. 

“Coupon  issuer”  means  any  office  of 
the  State  agency  or  any  person,  part¬ 
nership,  corporation,  organization,  po¬ 
litical  subdivision,  or  other  entity  with 
which  a  State  agency  has  contracted 
for,  or  to  which  it  has  assigned  respon¬ 
sibility  for,  the  issuance  of  coupons  to 
households. 

“Drug  addiction  or  alcoholic  treat¬ 
ment  and  rehabilitation  program” 
means  any  drug  addiction  or  alcoholic 
treatment  and  rehabilitation  program 
conducted  by  a  private  nonprofit  orga¬ 
nization  or  institution  which  is  certi¬ 
fied  by  the  State  agency  or  agencies 
designated  by  the  Governor  as  respon¬ 
sible  for  the  administration  of  the 
State’s  programs  for  alcoholic  and 
drug  addicts  puruant  to  Pub.  L.  91- 
616,  “Comprehensive  Alcohol  Abuse 
and  Alcoholism  Prevention  Treatment 
and  Rehabilitation  Act  of  1970”  and 
Pub.  L.  92-255,  “Drug  Abuse  Office 
and  Treatment  Act  of  1972”  as  provid¬ 
ing  treatment  that  can  lead  to  the  re¬ 
habilitation  of  drug  addicts  or  alcohol¬ 
ics. 

“Elderly  person”  means  a  person  60 
years  of  age  or  older. 

“Eligible  food”  means:  (1)  any  food 
or  food  product  intended  for  human 
consumption  except  alcoholic  bever¬ 
ages,  tobacco,  and  hot  foods  and  hot 
food  products  prepared  for  immediate 
consumption;  (2)  seeds  and  plants  to 
grow  foods  for  the  personal  consump¬ 
tion  of  eligible  households;  (3)  meals 


prepared  and  delivered  by  an  autho¬ 
rized  meal  delivery  service,  or  served 
by  a  communal  dining  facility  for  the 
elderly  or  SSI  households,  to  elderly 
persons,  SSI  households,  and  their 
spouses,  and  to  households  eligible  to 
use  coupons  under  §274.10  (b)  or  (c); 
(4)  Meals  prepared  and  served  by  an 
authorized  drug  addict  or  alcoholic 
treatment  and  rehabilitation  center  to 
households  eligible  to  use  coupons 
under  §  274.10(d)  and  (5)  in  the  case  of 
certain  eligible  households  living  in 
areas  of  Alaska  as  specified  in 
§  274.10(e),  equipment  for  the  purpose 
of  procuring  food  for  eligible  house¬ 
holds,  including  nets,  lines,  hooks, 
fishing  rods,  harpoons,  knives,  and 
other  equipment  necessary  for  subsis¬ 
tence  hunting  and  fishing  but  not 
equipment  for  the  purpose  of  trans¬ 
portation,  clothing,  or  shelter  nor  fire¬ 
arms,  ammunition,  or  other  explosives. 

“Federal  fiscal  year”  means  a  period 
of  12  calendar  months  beginning  with 
each  October  1  and  ending  with  Sep¬ 
tember  30  of  the  following  calendar 
year. 

“FNS”  means  the  Food  and  Nutri¬ 
tion  Service  of  the  U.S.  Department  of 
Agriculture. 

“Food  Stamp  Act”  mea^s  the  Food 
Stamp  Act  of  1977  (P.L.  95-113),  in¬ 
cluding  any  amendments. 

“General  assistance  (GA)”  means 
cash  assistance  which  is  financed  en¬ 
tirely  by  State  or  local  funds  and 
which  is  administered  by  the  State 
agency,  as  defined  in  this  section. 

“Identification  (ID)  card”  means  a 
serially  numbered  card  which  identi¬ 
fies  the  bearer  as  eligible  to  receive 
and  use  food  coupons. 

“Immigration  and  Naturalization 
Service  (INS)”  means  the  Immigration 
and  Naturalization  Service,  U.S.  De¬ 
partment  of  Justice. 

“Institution  of  higher  education” 
means  any  institution  providing  post- 
high  school  education,  including  but 
not  limited  to,  colleges,  universities, 
and  vocational  and  technical  schools 
at  the  post-high  school  level. 

“Low-income  household”  means  a 
household  wjiose  annual  income  does 
not  exceed  125  percent  of  the  Office  of 
Management  and  Budget  poverty 
guidelines. 

“Meal  delivery  service”  means  a  po¬ 
litical  subdivision,  a  private  nonprofit 
organization,  or  a  private  establish¬ 
ment  with  which  a  State  or  local 
agency  has  contracted  for  delivered 
meals,  which  prepares  and  delivers 
meals  and  meets  the  requirements  of 
§  278.1(d). 

“Medicaid”  means  medical  assistance 
under  title  XIX  of  the  Social  Security 
Act,  as  amended. 

“Nonprofit  cooperative  food  pur¬ 
chasing  venture”  means  any  private 
nonprofit  association  of  consumers 
whose  members  pool  their  resources  to 
buy  food. 
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“Overissuance”  means  the  amount 
by  which  coupons  issued  to  a  house¬ 
hold  exceed  the  amount  it  was  eligible 
to  receive. 

"Program”  means  the  Pood  Stamp 
Program  conducted  under  the  Food 
Stamp  Act  and  regulations. 

“Project  area”  means  the  county  or 
geographic  entity  designated  by  a 
State  as  the  administrative  unit  for 
program  operations.  Upon  FNS  ap¬ 
proval.  a  county,  city,  Indian  reserva¬ 
tion,  welfare  district,  or  any  other 
entity  with  clearly  defined  geographic 
boundaries,  or  any  combination  of 
such  entities,  may  be  designated  as  a 
project  area,  or  States  as  a  whole  may 
be  designated  as  single  project  areas. 

“Public  assistance  (PA)”  means  any 
of  the  following  programs  authorized 
by  the  Social  Security  Act  of  1935,  as 
amended:  Old-Age  Assistance,  Aid  to 
Families  with  Dependent  Children 
(AFDC),  including  AFDC  for  children 
of  unemployed  fathers.  Aid  to  the 
Blind.  Aid  to  the  Permanently  and  to¬ 
tally  Disabled  and  Aid  to  Aged,  Blind 
or  Disabled. 

“Regulations”  means  the  provision 
of  this  subchapter.  Regulatory  cita¬ 
tions  refer  to  provisions  of  this  sub¬ 
chapter  unless  otherwise  specified. 

“Retail  food  store”  means:  (1)  an  es¬ 
tablishment  or  recognized  department 
of  an  establishment,  or  a  house-to- 
house  trade  route,  whose  food  sales 
volume  is  more  than  50  percent  staple 
food  items  for  home  preparation  and 
consumption;  (2)  public  or  private 
communal  dining  facilities  and  meal 
delivery  services  and  drug  addict  or  al¬ 
coholic  treatment  and  rehabilitation 
programs;  (3)  any  store  selling  equip¬ 
ment  for  procuring  food  by  hunting 
and  fishing  to  eligible  households  in 
Alaska,  as  specified  in  the  definition  of 
eligible  food;  (4)  any  private  nonprofit 
cooperative  food  purchasing  venture, 
including  those  whose  members  pay 
for  food  prior  to  receipt  of  the  food; 
and  (5)  a  farmers  market. 

“Secretary”  means  the  Secretary  of 
the  U.S.  Department  of  Agriculture. 

“Staple  food”  means  those  food 
items  intended  for  home  preparation 
and  consumption,  which  include  meat, 
poultry,  fish,  bread,  cereals,  vegeta¬ 
bles,  fruits,  fruit  and  vegetable  juices, 
and  dairy  products.  Accessory  food 
items,  such  as  coffee,  tea,  cocoa,  car¬ 
bonated  and  uncarbonated  drinks, 
candy,  condiments,  and  spices  are  not 
staple  foods  for  the  purpose  of  quali¬ 
fying  a  firm  to  participate  in  the  pro¬ 
gram  as  a  retail  food  store. 

“State”  [Reserved]. 

"State  agency”  [Reserved]. 

“Supplemental  security  income 
(SSI)”  means  monthly  cash  payments 
made  by  the  Social  Security  Adminis¬ 
tration  to  an  aged,  blind  or  disabled  in¬ 
dividual  who  meets  the  requirements 
for  such  aid  under  title  XVI  of  the 
Social  Security  Act,  as  amended,  and 


also  includes  State  supplementary 
payments  made  by  a  State  on  a  regu¬ 
lar  basis. 

“Thrifty  Food  Plan”  means  the  diet 
developed  by  the  Department  that  in¬ 
cludes  specific  foods,  in  quantities,  the 
cost  of  which  is  the  basis  for  the  allot¬ 
ments  issued  to  households  according 
to  household  size  and  income. 

“Wholesale  food  concern”  means  an 
establishment  which  sells  eligible  food 
to  retail  food  stores  or  to  meal  services 
for  resale  to  households. 

§  271.3  Delegations  to  FNS  for  administra¬ 
tion. 

(a)  Delegation.  Within  the  Depart¬ 
ment,  FNS  shall  act  on  behalf  of  the 
Department  in  the  administration  of 
the  program.  When  authority  is  dele¬ 
gated  to  FNS,  it  may  be  carried  out  by 
the  Administrator  or  by  another  offi¬ 
cial  of  FNS  as  designated.  The  Secre¬ 
tary  reserves  the  right  at  any  time  to 
withdraw,  modify,  or  amend  any  dele¬ 
gation  of  authority  to  FNS. 

(b)  Claims  settlement.  FNS  shall 
have  the  power  to  determine  the 
amount  of  and  to  settle  and  adjust  any 
claim  arising  under  the  provisions  of 
the  Act  or  this  subchapter,  and  to 
compromise  or  deny  all  or  part  of  any 
claim. 

(c)  Demonstration  authority.  FNS  is 
authorized  to  undertake  demonstra¬ 
tion  projects  which  test  new  methods 
designed  to  improve  program  adminis¬ 
tration  and  benefit  delivery.  FNS  is 
authorized  to  initiate  program  re¬ 
search  and  evaluation  efforts  for  the 
purposes  of  improving  and  assessing 
program  administration  and  effective¬ 
ness.  The  procedure  for  initiating  and 
conducting  these  projects  is  estab¬ 
lished  in  Part  282. 

§  271.4  Delegations  to  State  agencies  for 
administration. 

(a)  General  delegation.  The  State 
agency  shall  be  responsible  for  the  ad¬ 
ministration  of  the  program  within 
the  State,  including,  but  not  limited 
to:  (1)  Certification  of  applicant 
households;  (2)  Issuance,  control,  and 
accountability  of  coupons;  (3)  Out¬ 
reach  activities;  (4)  Developing  and 
implementing  complaint  procedures; 
(5)  Developing,  implementing,  and 
evaluating  training;  (6)  Conducting  re¬ 
views;  (7)  Keeping  records  necessary 
to  determine  whether  the  program  is 
being  conducted  in  compliance  with 
these  regulations;  and  (8)  Submitting 
accurate  and  timely  financial  and  pro¬ 
gram  reports. 

(b)  Claims  delegation.  FNS  delegates 
to  the  State  agency,  subject  to  the 
standards  in  §273.18,  the  authority  to 
determine  the  amount  of,  and  settle, 
adjust,  compromise,  or  deny  all  or  part 
of  any  claim  which  results  from  fraud¬ 
ulent  or  nonfraudulent  overissuances 
to  participating  households. 


§  271.5  Coupons  as  obligations  of  the 
United  States,  crimes  and  offenses. 

(a)  Coupons  as  obligations.  Pursuant 
to  section  15(d)  of  the  Food  Stamp 
Act,  coupons  are  an  obligation  of  the 
United  States  within  the  meaning  of 
18  United  States  Code  (U.S.C.)  8.  The 
provisions  of  title  18  of  the  United 
States  Code,  “Crimes  and  Criminal 
Procedure,”  relative  to  counterfeiting, 
misuse  and  alteration  of  obligations  of 
the  United  States  are  applicable  to 
coupons. 

(b)  Penalties.  Any  unauthorized  issu¬ 
ance,  use,  transfer,  acquisition,  alter¬ 
ation,  possession,  or  presentation  of 
coupons  or  A  TPs  may  subject  any  in¬ 
dividual,  partnership,  corporation,  or 
other  legal  entity  to  prosecution  under 
sections  15  (b)  and  (c)  of  the  Food 
Stamp  Act  or  under  any  other  applica¬ 
ble  Federal,  State  or  local  law,  regula¬ 
tion  or  ordinance. 

Sections  15  (b)  and  (c)  of  the  Food 
Stamp  Act  read  as  follows: 

(b)  Whoever  knowingly  uses,  transfers,  ac¬ 
quires,  alters,  or  possesses  coupons  or  au¬ 
thorization  cards  in  any  manner  not  autho¬ 
rized  by  this  Act  or  the  regulations  issued 
pursuant  to  this  Act  shall,  if  such  coupons 
or  authorization  cards  are  of  the  value  of 
$100  or  more,  be  guilty  of  a  felony  and  shall, 
upon  conviction  thereof,  be  fined  not  more 
than  $10,000  or  imprisoned  for  not  more 
than  five  years,  or  both,  or,  if  such  coupons 
or  authorization  cards  are  of  a  value  of  less 
than  $100,  shall  be  guilty  of  a  misdemeanor 
and  shall,  upon  conviction  thereof,  be  fined 
not  more  than  $1,000  or  imprisoned  for  not 
more  than  one  year,  or  both. 

(c)  Whoever  presents,  or  causes  to  be  pre¬ 
sented,  coupons  for  payment  or  redemption 
of  the  value  of  $100  or  more,  knowing  the 
same  to  have  been  received,  transferred,  or 
used  in  any  manner  in  violation  of  the  pro¬ 
visions  of  this  Act  or  the  regulations  issued 
pursuant  to  this  Act  shall  be  guilty  of  a 
felony  and  shall,  upon  conviction  thereof, 
be  fined  not  more  than  $10,000  or  impris¬ 
oned  for  not  more  than  five  years,  or  both, 
or,  if  such  coupons  are  of  a  value  of  less 
than  $100,  shall  be  guilty  of  a  misdemeanor 
and  shall,  upon  conviction  thereof,  be  fined 
not  more  than  $1,000  or  imprisoned  for  not 
more  than  one  year,  or  both. 

(c)  Security  for  coupons  and  ATPs. 
All  individuals,  partnerships,  corpora¬ 
tions,  or  other  legal  entities  including 
State  agencies  and  their  delegatees 
(referred  to  in  this  paragraph  as  “per¬ 
sons”)  having  custody,  care  and  con¬ 
trol  of  coupons  and  ATPs  shall  at  all 
times  take  all  precautions  necessary  to 
avoid  acceptance,  transfer,  negotia¬ 
tion,  or  use  of  spurious,  altered,  or 
counterfeit  coupons  and  ATPs  and  to 
avoid  any  unauthorized  use,  transfer, 
acquisition,  alteration  or  possession  of 
coupons  and  ATPs.  These  persons 
shall  safeguard  coupons  and  ATPs 
from  theft,  embezzlement,  loss, 
damage,  or  destruction. 

(d)  Fraud.  Participant  fraud  is  de¬ 
fined  in  §  273.16. 

(e)  Coupon  issuers.  (1)  Any  coupon 
issuer  or  any  officer,  employee  or 
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agent,  thereof  convicted  of  failing  to 
provide  the  monthly  reports  required 
in  §  274-5  or  convicted  of  violating  Part 
274  shall  be  subject  to  a  fine  of  not 
more  than  (1,000,  or  imprisoned  for 
not  more  than  one  year,  or  both. 

(2)  Any  coupon  issuer  or  any  officer, 
employee  or  agent,  thereof,  convicted 
of  knowingly  providing  false  informa¬ 
tion  in  the  reports  required  under 
§  274.5  shall  be  subject  to  a  fine  of  not 
more  than  $10,000,  or  imprisoned  not 
more  than  five  years,  or  both. 

§  271.6  Complaint  procedure. 

(a)  State  agency  responsibility.  (Re¬ 
served) 

(b)  Regional  office  responsibility.  (1) 
Persons  or  agencies  desiring  program 
information  or  wishing  to  file  a  com¬ 
plaint  may  contact  the  appropriate 
FNS  Regional  Office. 

(1)  For  Delaware,  the  District  of  Co¬ 
lumbia,  Maryland,  New  Jersey,  New 
York,  Pennsylvania,  Puerto  Rico,  Vir¬ 
ginia,  the  Virgin  Islands  of  the  United 
States,  and  West  Virginia:  Mid-Atlan¬ 
tic  Regional  Office,  U.S.  Department 
of  Agriculture,  Food  and  Nutrition 
Service,  1  Vahlsing  Center,  Route  520, 
Robbinsville,  New  Jersey  08691. 

(ii)  For  Alabama,  Florida,  Georgia, 
Kentucky,  Mississippi,  North  Carolina, 
South  Carolina,  and  Tennessee: 
Southeast  Regional  Office,  U.S.  De¬ 
partment  of  Agriculture,  Food  and  Nu¬ 
trition  Service,  1100  Spring  Street, 
N.W.,  Room  200,  Atlanta,  Georgia 
30309. 

(iii)  For  Illinois,  Indiana,  Michigan, 
Minnesota,  Ohio  and  Wisconsin:  Mid¬ 
west  Regional  Office,  U.S.  Department 
of  Agriculture,  Food  and  Nutrition 
Service,  536  South  Clark  Street,  Chi¬ 
cago,  Illinois  60605. 

(iv)  For  Arkansas,  Louisiana,  New 
Mexico,  Oklahoma,  and  Texas:  South¬ 
west  Regional  Office,  UJS.  Department 
of  Agriculture,  Food  and  Nutrition 
Service,  1100  Commerce  Street,  Suite 
5-C-30,  Dallas,  Texas  75242. 

(v)  For  Alaska,  Arizona,  California, 
Guam,  Hawaii,  Idaho,  Nevada,  Oregon 
and  Washington:  Western  Regional 
Office,  U.S.  Department  of  Agricul¬ 
ture,  Food  and  Nutrition  Service,  550 
Kearny  Street,  Room  400,  San  Fran¬ 
cisco,  California  94108. 

(vi)  For  Connecticut,  Maine,  Massa¬ 
chusetts,  New  Hampshire,  Rhode 
Island,  and  Vermont:  New  England 
Regional  Office,  U.S.  Department  of 
Agriculture,  Food  and  Nutrition  Ser¬ 
vice,  33  North  Avenue,  Burlington, 
Mass.  01803. 

(vii)  For  Colorado,  Iowa,  Kansas, 
Missouri.  Montana,  Nebraska,  North 
Dakota.  South  Dakota,  Utah,  and  Wy¬ 
oming:  Mountain  Plains  Regional 
Office,  U.S.  Department  of  Agricul¬ 
ture,  Food  and  Nutrition  Service,  2420 
West  26th  Avenue,  Suite  430-D, 
Denver,  Colo.  80211. 

(2)  Complainants  shall  be  advised  by 
Regional  Office  personnel  of  the  ap¬ 


propriate  State  complaint  handling 
and  fair  hearing  procedures.  Discrimi¬ 
nation  complaints  shall  be  handled  by 
FNS.  Other  complaints  shall  be  pur¬ 
sued  by  FNS,  rather  than  the  State 
agency,  upon  household  request, 
unless  the  complaint  is  one  upon 
which  the  complainant  wishes  to  re¬ 
quest  a  fair  hearing. 

2.  Part  271  is  extensively  revised  and 
the  contents  redesignated  among  the 
new  Parts  272  through  277.  The  fol¬ 
lowing  paragraphs  of  former  Part  271 
remain  in  force  and  effect  but  are  re¬ 
designated: 

271.1(a)  as  272.8;  271.1(c)  as  272.1(b); 
271.1(h)  as  277.16;  271.1U)  as  272.2; 
271. l(k)  as  272.6(b);  271.1(r)  as 

272.1(d);  271. l(t)  as  276;  271.2  as  277; 
271.4(a)(7)  as  272.5(a);  271.6(g)  as 
272.5(b);  271.7(a)-(d)  as  276;  and  271.8 
as  272.3. 

The  new  Part  272  reads  as  follows: 

PART  272— REQUIREMENTS  FOR 
PARTICIPATING  STATE  AGENCIES 

Sec. 

272.1  General  terms  and  conditions. 

272.2  Federal/State  agreement  (Reserved). 

272.3  Plans  of  Operation  (Reserved). 

272.4  Program  administration  and  person¬ 
nel  requirements. 

272.5  Operating  guidelines  (Reserved). 

272.6  Outreach. 

272.7  Nondiscrimination  compliance. 

272.8  Dual  operations  (Reserved). 

Authority:  91  Stat.  058  (7  U.S.C.  2011- 
2027). 

§  272.1  General  terms  and  conditions. 

(a)  Coupons  as  income.  The  allot¬ 
ment  provided  any  eligible  household 
shall  not  be  considered  income  or  re¬ 
sources  for  any  purpose  under  any 
Federal,  State,  or  local  laws  including, 
but  not  limited  to,  laws  on  taxation, 
welfare,  and  public  assistance  pro¬ 
grams. 

(b)  No  aid  reduction.  (Reserved) 

(c)  Disclosure.  Use  or  disclosure  of 
information  obtained  from  applicant 
households,  exclusively  for  the  Pro¬ 
gram,  shall  be  restricted  to  persons  di¬ 
rectly  connected  with  the  administra¬ 
tion  or  enforcement  of  the  provisions 
of  the  Food  Stamp  Act  or  Regulations. 

(d)  Information  available  to  the 
public.  (Reserved) 

(e)  records  and  reports.  Each  State 
agency  shall  keep  such  records  and 
submit  such  reports  and  other  infor¬ 
mation  as  required  by  FNS. 

(f)  Retention  of  records.  Each  State 
agency  shall  retain  all  program  re¬ 
cords  in  an  orderly  fashion,  for  audit 
and  review  purposes,  for  a  period  of 
three  years  from  the  month  of  origin 
of  each  record.  The  State  agency  shall 
retain  fiscal  records  and  accountable 
documents  for  three  years  from  the 
date  of  fiscal  or  administrative  closure. 
Fiscal  closure  means  that  obligations 
for  or  against  the  Federal  government 
have  been  liquidated.  Administrative 
closure  means  that  the  State  agency 


has  determined  and  documented  that 
no  further  action  to  liquidate  the  obli¬ 
gation  is  appropriate.  Fiscal  records 
and  accountable  documents  include, 
but  are  not  limited  to  claims,  docu¬ 
mentation  of  lost  benefits,  and  form 
FNS-286,  “Certification  of  Transfer  of 
Household  Benefits.”  Retention  meth¬ 
ods  for  ATP  cards  are  provided  in  Part 
274. 

(g)  Implementation.  The  implemen¬ 
tation  schedule  for  any  amendment  to 
the  regulations  shall  be  specified  in 
the  amendment. 

§  272.2  Federal/State  Agreement  [Re¬ 
served] 

§  272.3  Plans  of  Operations  [Reserved] 

§  272.4  Program  administration  and  per¬ 
sonnel  requirements. 

(a)  Merit  personnel  (1)  State  agency 
personnel  used  in  the  certification  pro¬ 
cess  shall  be  employed  in  accordance 
with  the  current  standards  for  a  Merit 
System  of  Personnel  Administration 
or  any  standards  later  prescribed  by 
the  United  States  Civil  Service  Com¬ 
mission  under  section  208  of  the  Inter¬ 
governmental  Personnel  Act  of  1970. 

(2)  State  agency  employees  meeting 
the  standards  outlined  in  paragraph 
(1)  of  this  section  shall  perform  the  in¬ 
terviews  required  in  §  273.2(e).  Excep¬ 
tions  to  the  use  of  State  Merit  System 
personnel  in  the  interview  and  certifi¬ 
cation  process  are  SSI  households  cer¬ 
tified  under  §  273.2(1)  and  disaster  vic¬ 
tims  certified  under  Part  280.  Volun¬ 
teers  and  other  non-State  agency  em¬ 
ployees  shall  not  be  used  for  certifica¬ 
tion  interviews  or  to  certify  food 
stamp  applicants.  Volunteers  may  be 
used  in  related  activities  such  as  out¬ 
reach,  prescreening,  assisting  appli¬ 
cants  in  completing  the  application, 
and  securing  needed  verification.  Indi¬ 
viduals  and  organizations  who  are  par¬ 
ties  to  a  strike  or  lockout,  and  their  fa¬ 
cilities,  may  not  be  used  in  the  certifi¬ 
cation  process  except  as  a  source  of 
verification  for  information  supplied 
by  the  applicant.  Only  authorized  em¬ 
ployees  of  the  Sate  agency,  coupon  is¬ 
suers,  coupon  bulk  storage  points  and 
federal  employes  involved  in  adminis¬ 
tration  of  the  program  shall  be  per¬ 
mitted  access  to  food  coupons,  ATPs 
or  other  issuance  documents. 

(b)  Staffing  standards.  The  State 
agency  shall  employ  sufficient  staff  to 
certify  and  issue  benefits  to  eligible 
households  and  process  fair  hearing 
requests  within  the  timeliness  stan¬ 
dards  set  forth  in  these  regulations. 
Outreach  activities  and  other  program 
functions  shall  be  performed  as  speci¬ 
fied  in  these  regulations. 

(c)  Bilingual  requirements.  State 
agencies  shall  provide  bilingual  staff 
and  materials  as  required  by  this  sub¬ 
section. 

(1)  The  requirements  for  use  of  bi¬ 
lingual  staff  and  materials  are  based 
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on  the  estimated  total  number  of  low 
income  households  in  a  project  area 
compared  to  the  number  of  low 
income  households  which  speak  the 
same  non-English  language  (a  single¬ 
language  minority).  Single  language 
minority  refers  to  households  which 
speak  the  same  non-English  language 
and  which  do  not  contain  adult(s) 
fluent  in  English  as  a  second  language. 
These  households  shall  include  both 
participating  and  nonparticipating  low 
income  households.  When  there  are 
150  or  more  low  income  households  of 
a  single-language  minority  in  a  project 
area  with  3000  or  more  low  income 
households,  bilingual  service  shall  he 
provided.  Bilingual  service  is  also  re¬ 
quired  in  project  areas  with  less  than 
3.000  low  income  households,  where 
there  are  50  or  more  single-language 
minority  low  income  households. 

(2)  State  agencies  shall  use  sufficient 
bilingual  certification  staff  or  inter¬ 
preters,  and  bilingual  materials  in  pro¬ 
jects  meeting  the  criteria  in  paragraph 
(cXl)  of  this  section.  In  large  project 
areas  that  have  more  than  one  certifi¬ 
cation  office  and  that  are  subject  to 
the  requirements  of  paragraph  (c)(1) 
of  this  section,  bilingual  needs  must  be 
appraised  and  service  provided  on  the 
basis  of  need  at  specific  sites. 

(3)  Bilingual  services  shall  be  pro¬ 
vided  in  project  areas  with  seasonal  in¬ 
fluxes  of  non-English  speaking  house¬ 
holds,  if  during  the  seasonal  influx  the 
project  area  meets  the  requirements 
of  paragraph  (cXl)  of  this  section. 

(4)  State  agencies  shall  ensure  that 
projects  meeting  the  population  crite¬ 
ria  outlined  in  paragraph  (c)(1)  of  this 
section  provide  sufficient  bilingual  ca¬ 
pability  for  the  timely  processing  of 
non-English  speaking  applicants. 

(5)  Bilingual  materials  shall  include 
application  forms,  required  notices 
and  basic  program  information  materi¬ 
al. 

(6)  State  agencies  and  local  offices 
shall  develop  estimates  of  the  num¬ 
bers  of  low  income  single  language-mi¬ 
nority  households  and  their  ratios  to 
the  total  number  of  low  income  house¬ 
holds  for  each  project  area  by  utilizing 
census  data  (including  the  Census  Bu¬ 
reau’s  Current  Population  Report: 
Population  Estimates  and  Projections, 
Series  p.  25,  No.  627)  and  knowledge  of 
project  areas.  Local  Bureau  of  Census 
offices,  Community  Services  Adminis¬ 
tration  offices.  Community  Action 
Agencies,  planning  agencies,  and 
school  officials  may  be  important 
sources  of  information  in  determining 
the  scope  of  bilingual  need. 

(7)  State  agencies  shall  provide  FNS 
with  the  data  used  to  determine  the 
need  for  bilingual  services. 

(d)  Divisions  of  responsibilities.  (1) 
Requirements.  The  State  agency  shall 
divide  the  responsibility  for  eligibility 
determinations  and  food  coupon  issu¬ 
ance  between  certification,  data  man¬ 


agement,  and  issuance  units.  The  cer- 
tificaiton  unit  shall  be  responsible  for 
the  determination  of  household  eligi¬ 
bility  and  the  creation  of  records  and 
documents  to  authorize  the  issuance 
of  coupons  to  eligible  households.  The 
data  management  unit,  in  response  to 
input  from  the  certificaiton  unit,  shall 
create  and  maintain  the  household  is¬ 
suance  record  (HIR)  master  file  on 
cards,  computer  discs,  tapes,  or  similar 
memory  devices.  The  issuance  unit 
shall  provide  certified  households  with 
the  authorized  allotments. 

(2)  Exceptions.  With  prior  written 
FNS  approval  as  a  part  of  its  Plan  of 
Operation,  a  project  area  may  com¬ 
bine  unit  responsibilities  where  all 
other  alternatives  have  been  explored 
and  found  to  be  administratively  in¬ 
feasible. 

(i)  To  approve  combined  operations, 
the  State  agency  shall  establish  spe¬ 
cial  review  requirements  which  at  a 
minimum  shall  include: 

(A)  Biweekly  reconcilation  and  ver¬ 
ification  of  transactions;  and 

(B)  Semiannual  comparison  of  HIR 
cards  and  case  records  as  required  by 
§  274.6(d)  and,  at  least  once  every 
other  month,  second  party  review  of 
certification  actions. 

(ii)  The  State  agency  shall  annually 
determine  whether  each  combined  op¬ 
eration  continues  to  be  justified  and 
shall  so  advise  FNS  in  writing.  If  the 
combined  operation  is  to  continue,  the 
reasons  for  the  determination  shall  be 
provided. 

(e)  Training.  The  State  agency  shall 
institute  a  comprehensive  and  con¬ 
tinuing  training  program  for  all  per¬ 
sonnel  who  are  assigned  responsibility 
for  the  certification  of  applicant 
households,  outreach  staff  including 
hotline  operators,  and  individuals  in¬ 
volved  in  prescreening  activities. 

(1)  Minimum  Requirements,  (i)  The 
State  agency  shall  designate  a  State 
training  coordinator  who  develops 
training  materials,  supervises  the  con¬ 
ducting  of  training  sessions,  ensures 
that  appropriate  personnel  receive 
training  and  assures  compliance  with 
the  public  participation  standards 
specified  in  paragraph  (e)(l)(iv)  of  this 
section.  In  addition,  the  State  agency 
shall  designate  additional  staff  at 
either  the  State  or  local  level  to  pro¬ 
vide  training  to  the  appropriate  per¬ 
sonnel. 

(ii)  State  agency  training  programs 
shall  cover  eligibility  criteria,  certifica¬ 
tion  procedures,  household  rights  and 
responsibilities,  and  other  job-related 
responsibilities  concerning  the  certifi¬ 
cation  of  households.  The  content  of 
training  programs  shall  be  reviewed  on 
a  semiannual  basis  in  light  of  perfor¬ 
mance  deficiencies  identified  through 
the  State  agency’s  performance  re¬ 
porting  system  and  modifications 
made  where  warranted.  Changes  in 
policy  or  procedures  stemming  from 


court  actions  or  revisions  to  legislation 
and  regulations  shall  be  promptly  re¬ 
flected  in  State  training  programs. 

(iii)  Training  shall  be  provided  to  all 
new  employees  who  are  assigned  re¬ 
sponsibility  for  the  certification  of 
households  prior  to  the  assumption  of 
those  duties  and  shall  also  be  provided 
periodically  to  existing  staff.  Periodic 
training  to  existing  staff  shall  be  pro¬ 
vided  based  on  individual  perfor¬ 
mance,  performance  data  drawn  from 
the  Performance  Reporting  System, 
and  the  degree  to  which  policy 
changes  occur. 

(iv)  The  State  agency  shall  allow 
public  attendance  at  formal  certifica¬ 
tion  training  sessions  that  are  con¬ 
ducted  on  a  statewide,  citywide  or  re¬ 
gional  (multiproject  area)  basis.  Public 
attendance  at  these  training  sessions 
shall  be  allowed  for  ten  percent  of  the 
total  attendance  at  the  session,  or  ten 
training  slots,  whichever  number  is 
smaller.  The  State  training  coordina¬ 
tor  shall  notify  the  public  of  these 
training  sessions  through  appropriate 
means. 

(v)  Training  shall  also  be  provided  to 
State  agency  outreach  workers,  includ¬ 
ing  hotline  operators,  and  others  who 
pre-screen  or  provide  other  services  to 
applicants.  Although  this  training 
need  not  be  as  comprehesive  as  that 
for  certification  personnel,  it  should 
be  in  sufficient  detail  and  frequency  to 
ensure  that  low  income  households 
have  access  to  accurate  program  infor¬ 
mation  and  that  accurate  pre-screen¬ 
ing  determinations  are  made. 

(vi)  Training  shall  also  be  provided 
to  volunteers  and  to  staff  of  other  or¬ 
ganizations  and  agencies  involved  in 
outreach,  pre-screening,  and  disburse¬ 
ment  of  program  information.  The 
training  should  be  in  sufficient  detail 
and  frequency  to  ensure  that  informa¬ 
tion  provided  to  low  income  house¬ 
holds  is  accurate. 

(vii)  Training  shall  be  provided  to 
each  State  agency  hearing  official  at 
least  once  during  the  first  year  of  offi¬ 
cial’s  tenure.  This  training  shall  repre¬ 
sent  a  detailed  and  comprehensive 
study  of  the  Act,  regulations  and  State 
agency  hearing  procedures. 

(2)  FNS  Review,  (i)  FNS  will  review 
and  approve  State  agency  procedures 
for  training  as  a  part  of  the  review  of 
the  Plan  of  Operation  required  by 
§  272.3. 

(ii)  FNS  will  review  the  effectiveness 
of  State  agency  training  based  on  in¬ 
formation  obtained  from  the  Perfor¬ 
mance  Reporting  System,  audits  and 
other  sources. 

(f)  Locations  and  hours  of  certifica¬ 
tion  and  issuance  service,  (reserved) 

§  272.5  Operating  guidelines  [Reserved] 

§  272.6  Outreach. 

(a)  General  purpose.  [Reserved] 

(b)  Minimum  requirements.  [Re¬ 
served] 
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(c )  Staff  [Reserved] 

<d)  Monitoring.  [Reserved] 

(e)  Outreach  plan.  [Reserved] 

(f)  Additional  minimum  procedures 
for  the  transition.  State  agencies  shall 
develop  special  procedures  for  inform¬ 
ing  low-income  households  about  the 
program  changes  required  by  these 
regulations. 

(1)  Printed  information,  (i)  Notices. 
Participating  households  shall  be  pro¬ 
vided  with  at  least  one  notice  explain¬ 
ing  the  program  changes.  The  notice 
may  be  mailed  separately  or  with  the 
ATP  or  may  be  otherwise  given  to 
each  household.  At  a  minimum,  the 
notice  shall  describe  the  new  financial 
eligibility  requirements,  elimination  of 
the  purchase  requirement,  participant 
hearing  and  appeal  rights,  and  the 
timing  of  program  changes.  Notices 
shall  be  provided  to  individual  house¬ 
holds  no  later  than  one  month  prior  to 
implementation  of  new  eligibility  and 
other  regulation  changes,  and  shall 
also  be  available  at  all  certification  of¬ 
fices  for  a  minimum  of  six  months 
thereafter. 

In  addition,  a  similar  notice  shall  be 
provided  to  all  recipients  of  public  as¬ 
sistance  and  SSI  if  the  State  adminis¬ 
ters  a  supplemental  payments  pro¬ 
gram.  These  notices  shall  be  provided 
according  to  the  same  schedule  as  the 
notices  to  food  stamp  households  and 
shall  also  be  available  at  all  public  as¬ 
sistance  offices.  When  the  project  area 
meets  the  criteria  described  in 
5  272.4(c),  notice  shall  be  provided  in 
languages  other  than  English. 

(ii)  Other  printed  materials.  State 
agencies  shall  also  make  available 
written  information,  such  as  bro¬ 
chures  or  pamphlets  that  describe  all 
financial  and  nonfinancial  eligibility 
criteria,  benefit  levels,  the  application 
process  and  participant  rights  and  re¬ 
sponsibilities.  This  written  informa¬ 
tion  shall  be  provided  at  food  stamp 
certification  offices  and  public  assis¬ 
tance  offices  and  shall  be  made  avail¬ 
able  to  local  social  security  offices. 
State  employment  services  offices,  and 
local  offices  that  administer  unem¬ 
ployment  compensation  programs. 
This  written  information  shall  be 
available  no  later  than  one  month 
prior  to  implementation. 

(2)  Other  publicity  efforts.  State 
agencies  shall  publicize  program 
changes  through  use  of  press  releases 
issued  in  each  project  area  and  radio 
spots.  State  agencies  are  also  encour¬ 
aged  to  use  TV  spots  to  alert  low- 
income  households  to  these  changes. 
These  publicity  efforts  shall  be  initiat¬ 
ed  no  later  than  one  month  prior  to 
implementation  and  shall  continue  for 
six  months  thereafter. 

(3)  Hotlines.  During  the  time  period 
described  in  paragraph  (fXl)(i)  of  this 
section.  State  agencies  shall  operate 
toll-free  hotlines  at  the  State  level 
that  can  be  used  to  secure  information 


on  program  changes.  Project  areas 
may  also  operate  hotlines.  Hotlines 
shall  be  staffed  by  employees  or  volun¬ 
teers  who  are  generally  knowledgeable 
in  food  stamp  requirements  and  proce¬ 
dures  so  that  accurate  information  is 
provided  and  complaints  are  referred 
to  the  appropriate  officials  for  resolu¬ 
tion.  State  agencies  shall  install  an 
adequate  number  of  telephone  lines 
that  operate  during  normal  business 
hours  to  ensure  that  callers  have  rea¬ 
sonable  access  to  program  informa¬ 
tion.  At  a  minimum.  State  agencies 
shall  install  one  telephone  line  for  ca¬ 
seloads  of  less  than  100,000  people, 
two  lines  for  caseloads  between 
100,000  and  500,000,  three  lines  for  ca¬ 
seloads  of  between  500,000  and  one 
million,  and  four  lines  for  caseloads  of 
over  one  million.  State  agencies  may 
substitute  project  area  lines  for  State 
level  lines  provided  that  the  project 
area  lines  meet  the  minimum  require¬ 
ments  contained  in  this  subsection  and 
there  is  at  least  one  toll-free  hotline  at 
the  State  level.  The  hotline  number 
shall  be  posted  in  certification  offices 
and  included  in  the  printed  materials 
required  in  paragraph  <f )( 1 )( ii)  of  this 
section.  In  addition.  State  agencies 
may  publicize  the  hotline  number 
through  radio  and  TV. 

(4)  Volunteers.  State  agencies  shall 
notify  groups  and  organizations  identi¬ 
fied  in  outreach  plans  as  well  as  other 
groups  and  organizations  that  can 
assist  in  contacting  low-income  house¬ 
holds  of  the  availability  of  training 
and  printed  materials  on  the  new  pro¬ 
gram  requirements.  State  agencies 
shall  provide  training  and  printed  ma¬ 
terials  described  in  paragraph  (f)(1)  of 
this  section  to  interested  groups  and 
organization  upon  request. 

§  272.7  Nondiscrimination  compliance. 

(a)  Requirement.  State  agencies 
shall  not  discriminate  against  any  ap¬ 
plicant  or  participant  in  any  aspect  of 
program  administration,  including,  but 
not  limited  to,  the  certification  of 
households,  the  issuance  of  coupons, 
the  conduct  of  fair  hearings,  or  the 
conduct  of  any  other  program  service 
for  reasons  of  age,  race,  sex,  religious 
creed,  national  origin  or  political  be¬ 
liefs. 

(b)  Complaints.  (1)  People  who  be¬ 
lieve  that  they  have  been  subject  to 
discrimination  as  specified  in  para¬ 
graph  (a)  of  this  section  may  file  a 
complaint  with  the  Secretary  or  the 
Administrator,  FNS. 

(2)  A  complaint  must  be  filed  no 
later  than  180  days  from  the  date  of 
the  alleged  discrimination.  However, 
the  time  of  filing  may  be  extended  by 
the  Secretary. 

(3)  The  State  agency  shall  accept  all 
complaints  of  discrimination,  written 
or  verbal,  and  forward  them  promptly 
to  the  Secretary  or  the  Administrator, 
FNS. 


(4)  In  the  event  an  individual  verbal¬ 
ly  alleges  that  a  discriminatory  act  has 
been  committed  but  the  individual 
does  not  put  it  in  writing,  the  person 
receiving  the  complaint  shall  do  so.  If 
possible,  the  following  information 
shall  be  solicited  from  the  complain¬ 
ant: 

(1)  Name,  address  and  telephone 
number  or  other  means  of  contacting 
the  person  alleging  discrimination. 

(ii)  Location  and  name  of  the  organi¬ 
zation  or  office  which  is  accused  of  dis¬ 
criminatory  practices. 

(iii)  The  nature  of  the  incident, 
action,  or  the  aspect  of  program  ad¬ 
ministration  that  led  the  person  to 
allege  discrimination. 

(iv)  The  reason  for  the  alleged  dis¬ 
crimination  (age,  race,  sex,  religious 
creed,  national  origin  or  political 
belief). 

(v)  Names,  titles  (if  appropriate), 
and  addresses  of  persons  who  may 
have  knowledge  of  the  discriminatory 
acts. 

(vi)  The  date  or  dates  on  which  the 
alleged  discriminatory  actions  oc¬ 
curred. 

(5)  Written  complaints  will  be  ac¬ 
cepted  by  the  Secretary  or  the  Admin¬ 
istrator,  FNS,  even  if  the  information 
specified  in  paragraph  (b)(4)  of  this 
section  is  not  complete.  Persons  who 
file  written  complaints  are  encouraged 
to  provide  this  information  to  facili¬ 
tate  investigation.  Investigations  will 
be  conducted  only  if  information  con¬ 
cerning  paragraphs  (b)(4)  (ii),  (iii),  (iv) 
of  this  section  is  provided. 

(6)  Discrimination  is  prohibited  on 
the  basis  of  §  11(c)  of  the  Food  Stamps 
Act  and  additionally  discrimination  on 
the  basis  of  race,  color  or  national 
origin  is  prohibited  by  Title  VI  of  the 
Civil  Rights  Act  of  1964  (42  U.S.C. 
2000d).  Enforcement  action  may  be 
brought  pursuant  to  either  or  both  au¬ 
thorities.  Matters  brought  pursuant  to 
Title  VI  shall  be  processed  in  accord 
with  7  CFR  part  15. 

(c)  Reviews.  (Reserved) 

(d)  Public  notification.  State  agen¬ 
cies  shall:  (1)  Publicize  the  procedures 
described  in  paragraph  (b)  of  this  sec¬ 
tion. 

(2)  Ensure  that  all  offices  involved 
in  administering  the  program  and  that 
also  serve  the  public,  display  the  non¬ 
discrimination  poster  “•  •  *  And  Jus¬ 
tice  for  All.” 

(3)  Ensure  that  participants  and 
other  low  Income  households  have 
access  to  information  regarding  non¬ 
discrimination  statutes  and  policies, 
complaint  procedures,  and  the  rights 
of  participants,  within  ten  days  of  the 
date  of  a  request. 

(e)  Data  Collection.  (1)  The  State 
agency  shall  require  the  eligibility 
worker  to  record  the  racial/ethnic  cat¬ 
egory  of  the  household.  The  racial/ 
ethnic  categories  are:  American  Indian 
or  Alaskan  Native,  Asian  or  Pacific  Is- 
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lander.  Black  (not  of  Hispanic  origin), 
Hispanic,  and  White  (not  of  Hispanic 
origin).  The  assigned  category  will  be 
based  on  the  eligibility  worker’s  obser¬ 
vation  during  the  certification  inter¬ 
view. 

(2)  State  agencies  shall  develop  and 
implement  a  recordkeeping  system 
that  contains  data  by  project  area  and 
racial/ethnic  category  for  the  follow¬ 
ing: 

(i)  Total  population; 

(ii)  Low  income  caseload; 

(ill)  Applications  received; 

(iv)  Applications  certified; 

(v)  Applications  denied; 

(vi)  Actual  participation; 

(vii)  Pair  hearings  requested; 

(viii)  Pair  hearings  decided  in  favor 
of  complainant;  and 
(ix)  Staff  employed  by  food  stamp 
offices. 

(f)  Reports.  (Reserved) 

§  272.8  Dual  Operation  [Reserved] 

3.  Parts  272  and  273  are  revised  and 
redesignated  as  Parts  278  and  279,  re¬ 
spectively.  The  new  Part  273  reads  as 
follows; 

PART  273— CERTIFICATION  OF 
ELIGIBLE  HOUSEHOLDS 

Sec. 

273.1  Household  concept. 

273.2  Application  processing. 

273.3  Residency. 

273.4  Citizenship  and  alien  status. 

273.5  Tax  dependecy. 

273.6  SSI  cash-out  States. 

273.7  Work  registration  requirement. 

273.8  Resource  eligibility  standards. 

273.9  Income  and  deductions. 

273.10  Determining  household  eligibility 
and  benefit  levels. 

273.11  Certifying  households  with  special 
income  circumstances. 

273.12  Reporting  changes. 

273.13  Notice  of  adverse  action. 

273.14  Recertification. 

273.15  Pair  hearings. 

273.16  Fraud  disqualification. 

273.17  Restoration  of  lost  benefits. 

273.18  Claims  against  households. 

273.19  Sixty  day  continuation  of  certifica¬ 
tion. 

Authority:  91  Stat.  958  (7  U.S.C.  2011- 
2027). 

§  273.1  Household  concept. 

(a)  Household  definition.  A  house¬ 
hold  may  be  composed  of  any  of  the 
following  individuals  or  groups  of  indi¬ 
viduals,  provided  that  such  individuals 
or  groups  are  not  residents  of  an  insti¬ 
tution,  except  as  otherwise  specified  in 
§  273.1(d),  or  commercial  boarding 
house: 

(1)  An  individual  living  alone; 

(2)  An  individual  living  with  others, 
but  who  customarily  purchases  food 
and  prepares  meals  for  home  con¬ 
sumption  separate  and  apart  from  the 
others; 

(3)  An  individual  who  is  a  boarder, 
living  with  others  and  paying  reason¬ 
able  compensation  to  the  others  for 
meals  for  home  consumption; 


(4)  A  group  of  individuals  living  to¬ 
gether  and  customarily  purchasing 
food  and  preparing  meals  together  for 
home  consumption;  or 

(5)  A  group  of  individuals  who  are 
boarders,  living  with  others  and 
paying  reasonable  compensation  to 
the  others  for  meals  for  home  con¬ 
sumption. 

(b)  Nonhousehold  members.  The  fol¬ 
lowing  individuals  residing  with  a 
household  shall  not  be  considered 
household  members  in  determining 
the  household’s  eligibility  or  allot¬ 
ment: 

(1)  Roomers.  Individuals  to  whom  a 
household  furnishes  lodging,  but  not 
meals,  for  compensation. 

(2)  Boarders.  Individuals  to  whom  a 
household  furnishes  lodging  and 
meals  with  the  following  restrictions: 

(i)  Boarder  status  shall  not  be  ex¬ 
tended  to  a  spouse  (or  to  a  common 
law  spouse)  of  a  member  of  the  house¬ 
hold;  or  to  children  under  18  years  of 
age,  if  under  the  parental  control  of  a 
member  of  the  household. 

(ii)  Boarder  status  shall  not  be  ex¬ 
tended  to  persons  paying  less  than  a 
reasonable  monthly  payment  for 
meals.  An  individual  furnished  both 
meals  and  lodging  by  the  household, 
but  paying  compensation  of  less  than 
a  reasonable  amount,  will  be  consid¬ 
ered  a  member  of  the  household 
which  provides  the  meals  and  lodging. 
When  the  boarder's  payments  for 
room  are  distinguishable  from  the 
payments  for  meals,  only  the  amount 
paid  for  meals  will  be  evaluated  to  de¬ 
termine  if  reasonable  compensation  is 
being  paid  for  meals.  A  reasonable 
monthly  payment  for  meals  shall  be 
any  of  the  following: 

(A)  An  amount  which  equals  or  ex¬ 
ceeds  the  Thrifty  Food  Plan  for  the 
appropriate  size  of  the  boarder  house¬ 
hold; 

(B)  An  amount  recognized  by  the 
State  agency  as  the  prevailing  local 
rate  for  board  in  the  low  income  area, 
if  less  than  the  amount  of  the  Thrifty 
Food  Plan; 

(C)  An  amount  which  corresponds  to 
the  number  of  meals  for  which  the 
boarder  is  paying  compensation  to  the 
household.  Boarders  may  pay  less 
than  the  Thrifty  Food  Plan  because 
they  do  not  receive  all  their  meals 
through  the  board  arrangement.  In 
that  event,  a  reasonable  monthly 
amount  shall  be  computed  by  multi¬ 
plying  the  number  of  meals  eaten 
under  the  board  arrangement  by  60 
cents  per  meal. 

(3)  Live-in-attendants.  Individuals 
who  reside  in  a  household  to  provide 
medical,  housekeeping,  child  care  or 
other  similar  personal  services. 

(4)  Ineligible  aliens.  Individuals  who 
do  not  meet  the  citizenship  or  perma¬ 
nent  alien  status  in  §  273.4(a). 

(5)  SSI  recipients  in  “ cash-out ” 
States.  Recipients  of  SSI  benefits  who 


reside  in  a  State  designated  by  the 
Secretary  of  Health,  Education,  and 
Welfare  to  have  specifically  included 
the  value  of  the  coupon  allotments  in 
its  State  supplemental  payments. 

(6)  Student  tax  dependents.  Students 
who  are  or  could  be  properly  claimed 
as  tax  dependents  for  Federal  income 
tax  purposes  by  a  member  of  a  house¬ 
hold  which  is  not  eligible  to  partici¬ 
pate  in  the  Food  Stamp  Program,  in 
accordance  with  §  273.5. 

(7)  Disqualified  individuals.  Individ¬ 
uals  disqualified  for  fraud,  as  set  forth 
in  §  273.16,  or  college  students  dis 
qualified  for  failure  to  meet  the  school 
year  work  registration  requirements, 
as  set  forth  in  §  273.7(b)(7)(i). 

(8)  Others.  Other  individuals  who 
share  living  quarters  with  the  house¬ 
hold  but  who  do  not  customarily  pur¬ 
chase  food  and  prepare  meals  with  the 
household. 

(c)  Boarding  house.  Residents  of 
boarding  houses  are  not  eligible  for 
program  benefits.  For  program  pur¬ 
poses,  a  boarding  house  shall  be  de¬ 
fined  as  an  establishment  which  is  rec¬ 
ognized  by  the  community  as  a  com¬ 
mercial  enterprise  which  offers  meals 
and  lodging  for  compensation.  The 
number  of  boarders  residing  in  a 
boarding  house  shall  not  be  used  to 
determine  if  a  boarding  house  is  a 
commercial  enterprise.  The  household 
of  the  proprietor  of  a  boarding  house 
may  participate  in  the  program  sepa¬ 
rate  and  apart  from  the  residents  of 
the  boarding  house,  if  that  household 
meets  all  of  the  eligibility  require¬ 
ments  for  program  participation. 

(d)  Head  of  household.  The  house¬ 
hold  member  who  was  responsible  for 
acquiring  the  greatest  amount  of 
earned  income  within  the  previous  60 
days  shall  be  classified  as  the  head  of 
the  household.  For  example,  if  a 
person  who  earned  the  household’s 
greatest  amount  of  income  in  the  60 
days  prior  to  applying  for  benefits  is 
unemployed  at  the  time  of  application 
and  temporarily  has  less  income  than 
another  household  member,  the  un¬ 
employed  person  would  still  be  classi¬ 
fied  as  the  head  of  household.  This 
classification  is  made  primarily  for  en¬ 
forcing  §  273.7(c)  which  imposes  a  60- 
day  disqualification  period  upon 
households  if  it  is  established  that  the 
head  of  household  voluntarily  quit  a 
job  without  good  cause.  State  agencies 
shall  not  impose  additional  require¬ 
ments  based  on  the  classification  of 
head  of  household,  such  as  requiring 
that  the  head  of  household,  rather 
than  another  responsible  member  of 
the  household,  appear  at  the  certifica¬ 
tion  office  to  make  application  for 
benefits.  In  the  event  no  member  of 
the  household  had  earned  income  the 
applicant  shall  designate  the  head  of 
the  household. 

(e)  Residents  of  institutions.  Individ¬ 
uals  shall  be  considered  residents  of 
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an  institution  when  the  institution 
provides  them  with  the  majority  of 
their  meals  as  part  of  the  institution’s 
normal  services.  Residents  of  institu¬ 
tions  are  not  eligible  for  participation 
in  the  Program,  with  the  following 
two  exceptions: 

(1)  Residents  of  federally  subsidized 
housing  for  the  elderly,  built  under 
either  section  202  of  the  Housing  Act 
of  1959  or  section  236  of  the  National 
Housing  Act. 

(2)  Narcotic  addicts  or  alcoholics 
who  for  the  purpose  of  regular  partici¬ 
pation  in  a  drug  or  alcohol  treatment 
and  rehabilitation  program  reside  at  a 
facility  or  treatment  center  as  de¬ 
scribed  in  paragraph  (f XIXiv)  of  this 
section. 

(f)  Authorized  representatives.  (1) 
The  head  of  the  household,  spouse,  or 
any  other  responsible  member  of  the 
household  may  designate  an  autho¬ 
rized  representative  to  act  on  behalf  of 
the  household  in  one  or  all  of  the  fol¬ 
lowing  capacities: 

(i)  Making  application  for  the  pro¬ 
gram.  When  the  head  of  the  house¬ 
hold  or  the  spouse  cannot  make  appli¬ 
cation,  another  household  member 
may  apply  or  an  adult  nonhousehold 
member  may  be  designated  as  the  au¬ 
thorized  representative  for  that  pur¬ 
pose.  The  head  of  the  household  or 
the  spouse  should  prepare  or  review 
the  application  whenever  possible, 
even  though  another  household 
member  or  the  authorized  representa¬ 
tive  will  actually  be  interviewed.  The 
State  agency  shall  inform  the  house¬ 
hold  that  it  will  be  held  liable  for  any 
overissuance  which  results  from  erro¬ 
neous  information  given  by  the  autho¬ 
rized  representative,  except  as  pro¬ 
vided  in  §  273.11(e)(6).  Adults  who  are 
nonhousehold  members  may  be  desig¬ 
nated  as  authorized  representatives 
for  certification  purposes  only  under 
the  following  conditions: 

(A)  The  authorized  representative 
has  been  designated  in  writing  by  the 
head  of  the  household,  or  the  spouse, 
or  another  responsible  member  of  the 
household;  and 

(B)  The  authorized  representative  is 
an  adult  who  is  sufficiently  aware  of 
relevant  household  circumstances. 

(ii)  Obtaining  the  coupons.  An  au¬ 
thorized  representative  may  be  desig¬ 
nated  to  obtain  coupons.  These  desig¬ 
nations  shall  be  made  at  the  time  the 
application  is  completed  and  any  au¬ 
thorized  representative  shall  be  named 
on  the  ID  card.  The  authorized  repre¬ 
sentative  for  coupon  issuance  may  be 
the  same  individual  designated  to 
make  application  for  the  household  or 
may  be  another  individual.  Even  if  a 
household  member  is  able  to  make  ap¬ 
plication  and  obtain  coupons,  the 
household  should  be  encouraged  to 
name  an  authorized  representative  for 
obtaining  coupons  in  case  of  illness  or 
other  circumstances  which  might 


result  in  an  inability  to  obtain  cou¬ 
pons.  The  household  may  also  desig¬ 
nate  an  emergency  authorized  repre¬ 
sentative  at  a  later  date.  An  emergen¬ 
cy  authorized  representative  is  some¬ 
one  not  already  listed  on  the  ID  card 
who  obtains  coupons  when  neither  a 
household  member  nor  the  authorized 
representative  is  able  to  obtain  them 
because  of  unforeseen  circumstances. 
State  agencies  shall  provide  for  a 
system  that  permits  the  designation, 
in  writing,  of  an  emergency  authorized 
representative  to  obtain  coupons  with 
a  particular  ATP.  A  separate  written 
designation  is  needed  each  time  an 
emergency  authorized  representative 
is  used. 

(iii)  Using  the  coupons.  The  autho¬ 
rized  representative  may  use  coupons 
to  purchase  food  for  the  household, 
with  the  full  knowledge  and  consent 
of  the  household,  provided  the  autho¬ 
rized  representative  has  the  house¬ 
hold’s  ID  card. 

(2)  Drug  addict/alcoholic  treatment 
centers  as  authorized  representatives. 
Narcotics  addicts  or  alcoholics  who 
regularly  participate  in  a  drug  or  alco¬ 
holic  treatment  program  on  a  resident 
basis  may  elect  to  participate  in  the 
Pood  Stamp  Program  if  the  treatment 
center  in  which  they  reside  has  been 
authorized  by  FNS  to  accept  food  cou¬ 
pons.  The  residents  shall  apply  and  be 
certified  for  Program  participation 
through  the  use  of  an  authorized  rep¬ 
resentative  who  shall  be  an  employee 
of  and  designated  by  the  private  non¬ 
profit  organization  or  institution  that 
is  administering  the  treatment  and  re¬ 
habilitation  program.  The  organiza¬ 
tion  or  institution  shall  apply  on 
behalf  of  each  addict  or  alcoholic  and 
shall  receive  and  spend  the  coupon  al¬ 
lotment  for  food  prepared  by  and/or 
served  to  the  addict  or  alcoholic.  The 
organization  or  institution  shall  also 
be  responsible  for  complying  with  the 
requirements  set  forth  in  §  273.11(e). 

(3)  In  the  event  the  only  adult  living 
with  a  household  is  classified  as  a  non¬ 
household  member  as  defined  in  para¬ 
graph  (b)  of  this  section,  that  individ¬ 
ual  may  be  the  authorized  representa¬ 
tive  for  the  minor  household  mem¬ 
bers. 

(4)  The  following  restrictions  apply 
to  authorized  representatives: 

(i)  State  agency  employees  who  are 
involved  in  the  certification  and/or  is¬ 
suance  processes  and  retailers  that  are 
authorized  to  accept  food  coupons 
may  not  act  as  authorized  representa¬ 
tives  without  the  specific  written  ap¬ 
proval  of  the  designated  State  agency 
official  and  only  if  that  official  deter¬ 
mines  that  no  one  else  is  available  to 
serve  as  an  authorized  representative. 

(ii)  Individuals  disqualified  for  fraud 
shall  not  act  as  authorized  representa¬ 
tives  during  the  period  of  disqualifica¬ 
tion  except  as  provided  in  paragraph 
(f)(3)  of  this  section. 


(iii)  The  State  agency  shall  ensure 
that  authorized  representatives  are 
properly  designated.  The  name  of  the 
authorized  representative  shall  be  con¬ 
tained  in  the  household’s  case  file. 
Limits  shall  not  be  placed  on  the 
number  of  households  an  authorized 
representative  may  represent.  Each 
certification  office  shall  maintain  a 
current  listing  of  authorized  represen¬ 
tatives  who  are  not  members  of  the 
households  they  represent.  This  list¬ 
ing  will  facilitate  periodic  reviews, 
which  the  State  agency  should  con¬ 
duct,  to  ensure  that  authorized  repre¬ 
sentatives  with  access  to  large  num¬ 
bers  of  ATPs  or  coupons  are  handling 
them  in  conformance  with  these  regu¬ 
lations. 

§  273.2  Application  processing 

(a)  General  purpose.  The  application 
process  includes  filing  and  completing 
an  application  form,  being  inter¬ 
viewed,  and  having  certain  informa¬ 
tion  verified.  The  State  agency  shall 
act  promptly  on  all  applications  and 
provide  food  stamp  benefits  retroac¬ 
tive  to  the  period  of  application  to 
those  households  that  have  completed 
the  application  process  and  have  been 
determined  eligible.  Expedited  service 
shall  be  available  to  households  in  im¬ 
mediate  need.  Specific  responsibilities 
of  households  and  State  agencies  in 
the  application  process  are  detailed 
below. 

(b)  Food  stamp  application  form.  All 
State  agencies  shall  use  an  application 
form  designed  by  FNS.  FNS  may  ap¬ 
prove  a  deviation  from  that  form  to 
accommodate  the  use  of  a  combined 
PA/food  stamp  application  form,  the 
requirements  of  a  computer  system,  or 
other  exigencies  for  which  the  State 
agency  can  submit  adequate  justifica¬ 
tion,  provided  the  form  is  understan¬ 
dable  to  applicants  and  easy  to  com¬ 
plete.  Each  application  form  shall  con¬ 
tain  a  description  in  understandable 
terms  in  prominent  and  bold  face  let¬ 
tering  of  the  civil  and  criminal  provi¬ 
sions  and  penalties  for  violations  of 
the  Food  Stamp  Act. 

(c)  Filing  an  application.  (1)  House¬ 
hold's  right  to  file.  Households  must 
file  a  food  stamp  application  by  sub¬ 
mitting  the  form  to  the  food  stamp 
office  either  in  person,  through  an  au¬ 
thorized  representative  or  by  mail. 
The  amount  of  time  a  State  agency 
has  to  deliver  benefits  is  calculated 
from  the  date  the  application  is  filed. 
Each  household  has  the  right  to  file 
an  application  form  on  the  same  day  it 
contacts  any  food  stamp  office  during 
office  hours  in  the  project  area  in 
which  it  resides.  The  household  shall 
be  advised  that  it  does  not  have  to  be 
interviewed  before  filing  the  applica¬ 
tion  and  may  file  an  incomplete  appli¬ 
cation  form  as  long  as  the  form  con¬ 
tains  the  applicant’s  name  and  ad¬ 
dress,  and  is  signed  by  a  responsible 
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member  of  the  household  or  the 
household’s  authorized  representative. 
Where  there  is  more  than  one  certifi¬ 
cation  office  in  a  project  area,  any 
office  must  accept  applications  when 
filed,  but  may  subsequently  refer  the 
household  to  another  office  for  the 
eligibility  determination. 

(2)  Contacting  the  food  stamp  office. 
State  agencies  shall  encourage  house¬ 
holds  to  file  an  application  form  the 
same  day  the  "household  or  its  repre¬ 
sentative  contacts  the  food  stamp 
office  in  person  or  by  telephone  and 
expresses  interest  in  obtaining  food 
stamp  assistance.  If  the  household  has 
contacted  the  food  stamp  office  by 
telephone  but  does  not  come  to  the 
office  to  file  the  application  that  same 
day,  or  the  household  has  requested 
food  assistance  in  writing,  the  State 
agency  shall  mail  an  application  form 
to  the  household  on  the  same  day  the 
written  request  or  telephone  call  is  re¬ 
ceived. 

(3)  Availability  of  the  application 
form.  The  State  agency  shall  make  ap¬ 
plication  forms  readily  accessible  to 
potentially  eligible  households  and 
those  groups  and  organizations  in¬ 
volved  in  outreach  efforts. 

(4)  Notice  of  right  to  file.  The  State 
agency  shall  post  signs  in  the  certifica¬ 
tion  office  which  explain  the  applica¬ 
tion  processing  standards  and  the 
right  to  file  an  application  on  the  day 
of  initial  contact.  The  State  agency 
shall  include  similar  information 
about  same  day  filing  in  outreach  ma¬ 
terials  and  on  the  application  form. 

(d)  Household  cooperation.  To  deter¬ 
mine  eligibility,  the  application  form 
must  be  completed,  the  household  or 
its  authorized  representative  must  be 
interviewed,  and  certain  information 
on  the  application  must  be  verified.  If 
the  household  refuses  to  cooperate 
with  the  State  agency  in  completing 
this  process,  the  application  shall  be 
denied  at  the  time  of  refusal. 

To  be  denied,  the  household  must 
refuse  to  cooperate,  not  merely  fail  to 
cooperate  or  be  unable  to  do  so.  The 
household  shall  also  be  determined  in¬ 
eligible  if  it  refuses  to  cooperate  in 
any  subsequent  review  of  its  eligibility, 
including  reviews  generated  by  report¬ 
ed  changes,  recertifications,  or  as  part 
of  program  review  and  evaluation. 
Once  denied  or  terminated  for  refusal 
to  cooperate,  the  household  may  reap¬ 
ply  but  shall  not  be  determined  eligi¬ 
ble  until  it  cooperates. 

(e)  Interviews.  (1)  All  applicant 
households,  including  those  submit¬ 
ting  applications  by  mail,  shall  have  a 
face-to-face  interview  in  a  food  stamp 
office  or  other  certification  site,  with  a 
qualified  eligibility  worker  prior  to  ini¬ 
tial  certification  and  all  recertifica¬ 
tions.  The  individual  interviewed  may 
be  the  head  of  household,  spouse,  any 
other  responsible  member  of  the 
household,  or  an  authorized  represen¬ 


tative.  The  interviewer  shall  not 
simply  review  the  information  that  ap¬ 
pears  on  the  application,  but  shall  ex¬ 
plore  and  resolve  with  the  household 
unclear  and  incomplete  information. 
Households  shall  be  advised  of  their 
rights  and  responsibilities  during  the 
interview.  The  interview  shall  be  con¬ 
ducted  as  an  official  and  confidential 
discussion  of  household  circumstances 
and  shall  be  limited  strictly  to  facts 
that  relate  directly  to  food  stamp  eligi¬ 
bility  criteria.  The  applicant’s  right  to 
privacy  shall  be  protected  during  the 
interview.  Facilities  shall  be  of  ade¬ 
quate  size  and  layout  to  preserve  the 
privacy  and  confidentiality  of  the  in¬ 
terview. 

(2)  The  office  interview  shall  be 
waived  if  requested  by  any  household 
which  is  unable  to  appoint  an  autho¬ 
rized  representative  and  which  has  no 
household  members  able  to  come  to 
the  food  stamp  office  because  they  are 
65  years  of  age  or  older,  or  are  mental¬ 
ly  or  physically  handicapped.  The 
State  agency  may  waive  the  office  in¬ 
terview  on  a  case  by  case  basis  for  any 
household  which  is  unable  to  appoint 
an  authorized  representative  and 
which  has  no  household  members  able 
to  come  to  the  food  stamp  office  be¬ 
cause  of  transportation  difficulties  or 
similar  hardships.  These  hardship  con¬ 
ditions  include,  but  are  not  limited  to: 
illness,  care  of  a  household  member, 
bad  weather,  or  work  hours  which  pre¬ 
clude  in-office  certification.  The  State 
agency  shall  determine  if  the  trans¬ 
portation  difficulty  or  hardship  re¬ 
ported  by  a  household  warrants  a 
waiver  of  the  office  interview  and 
shall  document  this  determination  in 
the  case  file. 

(i)  The  State  agency  shall  offer 
households  for  whom  the  office  inter¬ 
view  is  waived  either  a  telephone  in¬ 
terview  or  a  home  visit.  Home  visits 
shall  be  used  only  if  the  time  of  the 
visit  is  scheduled  in  advance  with  the 
household. 

(ii)  Waiver  of  the  face-to-face  inter¬ 
view  does  not  exempt  the  household 
from  the  verification  requirements,  al¬ 
though  special  procedures  may  be 
used  to  permit  the  household  to  pro¬ 
vide  verification  and  thus  obtain  its 
benefits  in  a  timely  manner. 

(iii)  Waiver  of  the  face-to-face  inter¬ 
view  shall  not  affect  the  length  of  the 
household’s  certification  period. 

(3)  The  State  agency  shall  schedule 
all  interviews  as  promptly  as  possible 
to  ensure  eligible  households  receive 
an  opportunity  to  participate  within 
30  days  after  the  application  is  filed. 

(f)  Verification.  Verification  is  the 
use  of  third  party  information  or  doc¬ 
umentation  to  establish  the  accuracy 
of  statements  on  the  application. 

(1)  Verification  requirements,  (i) 
Gross  nonexempt  income  shall  be  veri¬ 
fied  for  all  households  prior  to  certifi¬ 
cation.  However,  where  all  attempts  to 


verify  the  income  have  been  unsuc¬ 
cessful,  either  because  the  person  or 
organization  providing  the  income  has 
failed  to  cooperate  with  the  household 
and  the  State  agency,  or  because  other 
sources  of  verification  are  unavailable, 
the  eligibility  worker  shall  determine 
an  amount  to  be  used  for  certification 
purposes  based  on  the  best  available 
information. 

(ii)  Resource  information  or  the 
exempt  status  of  income  shall  be  veri¬ 
fied  prior  to  certification  only  if  incon¬ 
sistent  with  other  information  on  the 
application,  previous  applications,  or 
other  documented  information  known 
to  the  State  agency.  In  the  case  of 
loans,  a  legally  binding  agreement  is 
not  required  to  verify  that  income  is 
exempt  as  a  loan.  A  simple  statement, 
signed  by  both  parties,  shall  be  suffi¬ 
cient  to  verify  loans. 

(iii)  Nonfinancial  information, 
except  for  statements  concerning  citi¬ 
zenship,  shall  be  verified  prior  to  certi¬ 
fication  only  if  inconsistent  with  other 
information  on  the  application,  previ¬ 
ous  applications,  or  other  documented 
information  known  to  the  State 
agency.  The  State  agency  shall  verify 
the  alien  status  of  those  *  household 
members  identified  on  the  application 
as  aliens.  INS  documentation  in  the 
possession  of  the  household  member 
shall  be  used  to  establish  eligibility. 
Verification  of  a  household’s  state¬ 
ment  that  its  members  are  TJ.S.  citi¬ 
zens  is  discussed  in  paragraph  (f)(iv) 
of  this  section. 

(iv)  U.S.  citizenship  shall  be  verified 
only  when  the  citizenship  statement  is 
inconsistent  with  other  information 
on  the  application,  previous  applica¬ 
tions.  or  other  documented  informa¬ 
tion  known  to  the  State  agency.  For 
example,  verification  would  be  re¬ 
quired  where  a  household  presented 
an  apparently  counterfeit  social  secu¬ 
rity  card,  an  employment  office  report 
stated  that  an  individual  was  denied  a 
job  due  to  lack  of  U.S.  citizenship,  or  a 
student  reported  that  tax  dependency 
was  not  an  issue  because  the  parents 
resided  in  another  country.  When  ver¬ 
ification  is  required,  the  household 
shall  be  asked  to  provide  the  appropri¬ 
ate  verification.  Appropriate  verifica¬ 
tion  of  citizenship  may  consist  of  birth 
certificates,  religious  records,  or  certi¬ 
ficates  of  citizenship  or  naturalization 
provided  by  INS,  such  as  Identifica¬ 
tion  Cards  for  Use  of  Resident  Citi¬ 
zens  in  the  United  States.  (INS  Form 
1-179  or  INS  Form  1-197)  or  U.S.  Pass¬ 
ports.  If  the  household  cannot  provide 
any  of  these  forms  of  verification,  the 
State  agency  may  accept  other  forms 
of  verification.  If  the  household  is 
unable  to  acquire  the  necessary  verifi¬ 
cation,  the  State  agency  shall  assist 
the  household  by  contacting  the 
proper  sources.  Benefits  shall  not  be 
delayed  for  lack  of  verification  of  citi¬ 
zenship  if  the  household  meets  all 
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other  eligibility  criteria.  The  State 
agency  shall  deny  or  terminate  a 
household’s  benefits  only  if  the  State 
agency  can  substantiate  that  a  house¬ 
hold  member  is  not  a  U.S.  citizen  and 
does  not  qualify  as  an  eligible  alien. 

(v)  Deductible  expenses  shall  only  be 
verified  when  the  expense  claimed 
would  actually  result  in  a  deduction 
and  one  of  the  following  criteria  are 
met: 

(A)  The  household  wishes  to  claim 
utility  expenses  in  excess  of  the  State 
agency’s  utility  standard.  In  the  ab¬ 
sence  of  verification,  the  standard  util¬ 
ity  allowance  shall  be  used,  provided 
the  household  is  billed  for  utilities 
other  than  the  telephone,  separately 
from  other  shelter  costs. 

(B)  Shelter  costs,  other  than  utili¬ 
ties,  exceed  an  amount  established  by 
the  State  agency  as  reasonable  for 
that  shelter  component. 

(C)  Other  documented  information 
is  inconsistent  with  the  household’s 
claim  that  it  incurs  a  dependent  care 
expense  or  that  the  expense  is  in¬ 
curred  for  reasons  specified  in  §  273.9. 

(2)  Sources  of  verification,  (i)  Docu¬ 
mentary  evidence.  State  agencies  shall 
use  documentary  evidence  as  the  pri¬ 
mary  source  of  verification.  Documen¬ 
tary  evidence  consists  of  a  written  con¬ 
firmation  of  a  household’s  circum¬ 
stances.  Examples  of  documentary  evi¬ 
dence  include  wage  stubs,  rent  receipts 
and  utility  bills.  Although  documen¬ 
tary  evidence  shall  be  the  primary 
source  of  verification,  acceptable  ver¬ 
ification  shall  not  be  limited  to  a 
single  document  and  may  be  obtained 
through  the  household  or  other 
source.  Where  information  from  an¬ 
other  source  contradicts  statements 
made  by  the  household,  the  household 
shall  be  immediately  afforded  the  op¬ 
portunity  to  resolve  the  discrepancy. 
Whenever  documentary  evidence 
cannot  be  obtained.  State  agencies 
shall  use  alternate  sources  of  verifica¬ 
tion  such  as  collateral  contacts  and 
home  visits. 

(ii)  Collateral  contacts.  A  collateral 
contact  is  a  verbal  confirmation  of  a 
household's  circumstances  by  a  person 
outside  of  the  household.  The  collater¬ 
al  contact  may  be  made  either  in 
person  or  over  the  phone,  the  accept¬ 
ability  of  a  collateral  contact  shall  not 
be  restricted  to  a  particular  individual 
but  may  be  anyone  that  can  be  expect¬ 
ed  to  provide  an  accurate  third  party 
verification  of  the  household’s  state¬ 
ments.  Examples  of  acceptable  collat¬ 
eral  contacts  are  employers,  communi¬ 
ty  action  groups,  migrant  service  agen¬ 
cies  and  neighbors  of  the  household. 

(iii)  Home  visits.  Home  visits  shall 
be  used  as  verification  only  if  docu¬ 
mentary  evidence  cannot  be  obtained 
and  the  visit  is  scheduled  in  advance 
with  the  household. 

(3)  Responsibility  for  obtaining  ver¬ 
ification.  (i)  The  household  has  pri¬ 


mary  responsibility  for  providing  doc¬ 
umentary  evidence  to  support  its 
income  statements  and  to  resolve  any 
inconsistent  information.  Households 
may  supply  documentary  evidence  in 
person,  through  the  mail,  or  through 
an  authorized  representative.  The 
State  agency  shall  accept  any  reason¬ 
able  documentary  evidence  provided 
by  the  household  and  shall  be  primar¬ 
ily  concerned  with  how  adequately  the 
verification  proves  the  statements  on 
the  application.  If  it  would  be  difficult 
or  impossible  for  the  household  to 
obtain  the  documentary  evidence  in  a 
timely  manner,  the  State  agency  shall 
offer  assistance  to  the  household  in 
obtaining  the  documentary  evidence. 

(ii)  Whenever  documentary  evidence 
cannot  be  obtained,  the  State  agency 
shall  substitute  a  collateral  contact  or 
a  home  visit.  The  State  agency  shall 
rely  on  the  household  to  provide  the 
name  of  the  collateral  contact.  The 
household  may  request  assistance  in 
designating  a  collateral  contact.  How¬ 
ever,  the  State  agency  is  not  required 
to  use  a  collateral  contact  designated 
by  the  household  if  the  collateral  con¬ 
tact  cannot  be  expected  to  provide  an 
accurate  third  party  verification.  If 
the  collateral  contact  designated  by 
the  household  is  unacceptable,  the 
State  agency  shall  ask  the  household 
to  designate  another  collateral  con¬ 
tact.  The  State  agency  is  responsible 
for  obtaining  verification  from  accept¬ 
able  collateral  contacts. 

(4)  Documentation.  Case  files  must 
be  documented  to  support  eligibility, 
ineligibility,  and  benefit  level  determi¬ 
nations.  Documentation  shall  be  in 
sufficient  detail  to  permit  a  reviewer 
to  determine  the  reasonableness  and 
accuracy  of  the  determination.  Where 
verification  was  required  to  resolve  in¬ 
consistent  information,  the  State 
agency  shall  document  wrhy  the  infor¬ 
mation  was  considered  inconsistent 
and  what  documentation  was  used  to 
resolve  the  inconsistent  information. 
The  State  agency  shall  also  document 
the  reason  why  an  alternate  source  of 
verification,  such  as  a  collateral  con¬ 
tact  or  home  visit,  was  needed,  and  the 
reason  a  collateral  contact  was  reject¬ 
ed  and  an  alternate  requested. 

(5)  Bendex.  If  documentary  evidence 
of  social  security  benefits  is  not  read¬ 
ily  available  from  the  applicant,  the 
State  agency  may  verify  the  income 
through  the  Beneficiary  Data  Ex¬ 
change  (Bendex).  The  amount  of 
social  security  benefits  reported  on 
the  application  shall  be  used  to  com¬ 
pute  the  household’s  eligibility  and 
benefit  level  pending  receipt  of  verifi¬ 
cation  from  Bendex.  Any  household 
member  whose  social  security  benefits 
will  be  verified  through  Bendex  must 
sign  an  information  release  form  prior 
to  submission  of  the  request  for  verifi¬ 
cation. 

(6)  State  Data  Exchange  (.SDX).  (Re¬ 
served) 


(7)  Verification  subsequent  to  initial 
Certification,  (i)  Recertification.  Un¬ 
changed  information  shall  not  be  veri¬ 
fied  at  recertification  unless  the  State 
agency  has  reason  to  believe  the  infor¬ 
mation  has  changed  because  of  incon¬ 
sistent  information  on  the  application 
form  or  other  documented  informa¬ 
tion  known  to  the  State  agency. 
Changes  reported  at  the  time  of  recer¬ 
tification  shall  be  subject  to  the  same 
verification  procedures  as  apply  at  ini¬ 
tial  certification,  except  that  previous¬ 
ly  verified  income  and  expenses  which 
have  changed  by  $25  or  less  since  the 
last  time  they  were  verified  shall  not 
be  verified  again. 

(ii)  Changes.  Changes  reported 
during  the  certification  period  shall  be 
subject  to  the  same  verification  proce¬ 
dures  as  apply  at  initial  certification, 
except  that  previously  verified  income 
or  expenses  which  change  by  $25  or 
less  since  the  last  time  they  were  veri¬ 
fied  shall  not  be  verified  again. 

(g)  Processing  standards.  The  State 
agency  shall  provide  eligible  house¬ 
holds  that  complete  the  initial  applica¬ 
tion  process  an  opportunity  to  partici¬ 
pate  as  soon  as  possible,  but  not  later 
than  30  days  after  the  application  was 
filed.  If  the  30th  day  falls  on  a  week¬ 
end  or  holiday,  the  30  day  standard 
shall  be  extended  to  the  next  working 
day.  An  application  is  filed  the  day  the 
State  agency  receives  an  application 
containing  the  applicant’s  name  and 
address,  which  is  signed  by  either  a  re¬ 
sponsible  member  of  the  household  or 
the  household’s  authorized  represen¬ 
tative. 

(1)  Opportunity  to  participate.  An 
opportunity  to  participate  consists  of 
providing  households  with  an  ATP  or 
other  authorization  and  having  an  is¬ 
suance  facility  open  and  available  for 
the  household  to  obtain  its  allotment. 

If  the  ATP  or  coupons  are  mailed, 
two  days  shall  be  allowed  for  delivery 
before  determining  if  the  household 
has  been  provided  an  opportunity  to 
participate.  A  household  has  not  been 
provided  an  opportunity  to  participate 
within  30  days  of  application  if  the 
ATP  or  allotment  is  mailed  on  the 
29th  or  30  day.  Neither  has  an  oppor¬ 
tunity  to  participate  been  provided  if 
the  ATP  is  mailed  on  the  28th  day  but 
no  issuance  facility  is  open  on  the  30th 
day  where  the  household  can  obtain 
coupons.  The  household  must  both 
have  two  days  in  which  to  receive  a 
mailed  ATP  and  be  able  to  transact 
the  ATP  after  receipt. . 

(2)  Unverified  deductible  expenses.  If 
a  deductible  expense  cannot  be  veri¬ 
fied  before  the  30  days  expires,  the 
State  agency  shall  determine  the 
household’s  eligibility  and  benefit 
level  without  providing  a  deduction 
for  the  claimed  but  unverified  ex¬ 
pense.  The  utility  standard  shall  be 
used  if  the  household  wishes  to  claim 
utility  expenses  in  excess  of  the 


FEDERAL  REGISTER,  VOL  43,  NO.  85— TUESDAY,  MAY  2,  1978 


PROPOSED  RULES 


18915 


State’s  standard  but  the  higher 
amounts  cannot  be  verified.  If  the 
household  is  eligible  without  allowing 
the  expense,  an  allotment  which  does 
not  reflect  a  deduction  of  the  expense 
shall  be  provided  within  30  days  after 
the  application  was  filed.  Once  the  ex¬ 
pense  is  verified,  the  household  shall 
be  entitled  to  restoration  of  any  bene¬ 
fits  lost  as  a  result  of  the  disallowance 
of  the  expense,  if  the  State  agency 
contributed  to  the  inability  to  verify 
the  expense  within  the  initial  30  day 
period.  If  the  household  would  be  in¬ 
eligible  unless  the  expense  is  allowed, 
the  household’s  application  shall  be 
handled  as  provided  in  §  273.2(h)  of 
this  section. 

(h)  Delays  in  processing.  If  it  ap¬ 
pears  that  the  State  agency  will  not  be 
able  to  determine  a  household’s  eligi¬ 
bility  and  provide  an  opportunity  to 
participate  within  30  days  of  the  date 
the  application  was  filed,  the  State 
agency  shall  take  the  following  action: 

(1)  Delays  caused  by  the  household. 

(i)  If  the  State  agency  cannot  take  any 
further  action  on  the  application 
solely  because  of  some  action  the 
household  is  responsible  for  taking, 
and  the  State  agency  has  documented 
that  it  has  met  all  of  its  responsibil¬ 
ities  to  assist  the  household  in  com¬ 
pleting  the  application  process,  the 
State  agency  shall  issue  a  notice  of 
denial  to  the  household  on  the  30th 
day  after  the  application  was  filed. 
The  State  agency  shall,  however, 
reopen  the  case  without  requiring  a 
new  application  if  the  household  takes 
action  to  complete  the  application  pro¬ 
cess  within  30  days  of  the  date  the 
notice  of  denial  was  mailed.  However, 
if  verification  is  incomplete,  the  State 
agency  shall  not  deny  the  application 
unless  the  household  has  had  at  least 
10  days  to  provide  verification,  from 
the  date  of  the  State  agency’s  last  re¬ 
quest  for  verification,  and  the  State 
agency  has  provided  appropriate  ver¬ 
ification  assistance.  Otherwise,  the  ap¬ 
plication  shall  be  held  pending  as  pro¬ 
vided  in  paragraph  (h)(2)  of  this  sec¬ 
tion.  The  notice  of  denial  require¬ 
ments  are  explained  in  §273.10 
(g)(1)(H). 

(ii)  Households  which  take  the  nec¬ 
essary  action  to  complete  the  applica¬ 
tion  process  within  30  days  from  the 
notice  of  denial  and  are  found  to  be 
eligible  shall  be  provided  an  opportu¬ 
nity  to  obtain  benefits  retroactive  to 
the  period  of  application  within  60 
days  of  the  date  the  household  origi¬ 
nally  filed  the  application. 

(2)  Delays  caused  by  the  State 
agency.  Whenever  the  State  agency  is 
out  of  compliance  with  the  30  day  pro¬ 
cessing  standard,  it  must  take  immedi¬ 
ate  corrective  action.  The  State 
agency  shall  not  deny  the  application 
but  shall  instead  notify  the  household 
by  the  30th  day  that  the  application 
process  has  not  been  completed  and 


that  the  application  is  being  pro¬ 
cessed.  If  the  State  agency  still  needs 
information  the  State  agency  shall 
continue  to  process  the  application 
until  it  determines  if  the  household  is 
eligible. 

If  an  eligible  household’s  benefits 
are  delayed  less  than  60  days  from  the 
date  the  application  was  filed,  the 
State  agency  shall  provide  benefits 
retroactive  to  the  period  of  applica¬ 
tion.  If  benefits  are  delayed  more  than 
60  days,  the  State  agency  shall  restore 
any  benefits  that  were  lost  back  to  the 
period  of  application  in  accordance 
with  §273.17. 

(i)  Expedited  service.  (1)  Two  day 
service.  State  agencies  shall  provide  an 
opportunity  to  participate  within  two 
working  days  of  the  date  the  applica¬ 
tion  is  filed  to  those  households  that 
are  otherwise  eligible  and  have  zero 
net  monthly  income,  as  computed  in 
§  273.10,  or  are  destitute  of  income,  as 
defined  in  this  paragraph.  To  be  con¬ 
sidered  destitute,  the  household’s  only 
income  during  the  period  of  applica¬ 
tion  must  be  from  a  nonrecurring 
source  and  must  not  be  received  or  an¬ 
ticipated  in  the  quarter  of  the  month 
the  application  is  filed.  The  quarter  of 
the  month  the  application  is  filed 
shall  be  determined  by  dividing  the 
period  of  application  into  quarters  as 
follows:  lst-7th,  8th-15th,  16th-22nd, 
and  23rd  through  the  end  of  the 
month.  Destitute  households  are  di¬ 
vided  into  the  following  categories  to 
determine  if  the  income  is  nonrecur¬ 
ring: 

(i)  Households  losing  a  source  of 
income.  Income  from  a  terminated 
source  shall  be  considered  nonrecur¬ 
ring  if  it  will  not  be  received  again 
during  the  balance  of  the  month  of 
application  and  the  following  month, 
or,  if  normally  received  less  often  than 
monthly,  during  the  balance  of  the 
month  of  application  and  the  normal 
interval  between  payments.  For  exam¬ 
ple,  if  income  is  normally  received 
once  every  three  months,  the  income 
is  considered  nonrecurring  if  it  is  not 
anticipated  during  the  balance  of  the 
month  of  application  and  is  not  antici¬ 
pated  within  three  months  of  its  last 
receipt. 

(ii)  Household’s  anticipating  new 
income.  Income  anticipated  from  a 
new  source  after  the  quarter  of  the 
month  the  application  is  filed  shall  be 
considered  nonrecurring  if  it  has  not 
been  received  from  that  source  30  days 
prior  to  the  date  the  application  was 
filed.  However,  if  income  is  normally 
received  less  often  than  monthly,  the 
normal  interval  between  payments 
shall  be  substituted  for  the  preceding 
30  days  to  determine  if  the  income  is 
nonrecurring.  In  addition  to  being  en¬ 
titled  to  expedited  service,  households 
that  are  destitute  because  they  are  an¬ 
ticipating  a  new  source  of  income  shall 
be  entitled  to  a  special  income  calcula¬ 
tion  as  provided  in  §  273.10. 


(2)  Same  day  service.  State  agencies 
shall  provide  destitute  households  and 
households  with  zero  net  monthly 
income  an  opportunity  to  participate 
the  same  day  the  application  is  filed 
provided: 

(i)  The  household  states  that  it  does 
not  have  sufficient  food  through  the 
next  two  working  days; 

(ii)  The  household’s  liquid  resources, 
as  defined  in  §  273.8,  are  less  than  the 
value  of  the  Thrifty  Food  Plan  for  a 
one-person  household;  and 

(iii)  The  household  is  not  a  resident 
of  a  drug  addict  or  alcoholic  treatment 
center.  Residents  of  drug  addict  or  al¬ 
coholic  treatment  centers  may,  howev¬ 
er,  be  eligible  for  expedited  service 
within  two  working  days. 

(3)  Identifying  households  needing 
expedited  service.  The  State  agency’s 
application  procedures  shall  be  de¬ 
signed  to  identify  households  eligible 
for  expedited  service  at  the  time  the 
household  requests  assistance.  For  ex¬ 
ample,  a  receptionist,  volunteer,  or 
other  employee  may  be  responsible  for 
screening  applications  as  they  are  filed 
or  as  individuals  come  in  to  apply. 

(4)  Special  procedures  for  expediting 
service.  The  State  agency  shall  use  the 
following  procedures  when  expediting 
certification  and  issuances: 

(i)  To  expedite  the  certification  pro¬ 
cess,  the  State  agency  shall  postpone 
the  verification  required  by  §  273.2(f). 
However,  the  household’s  identity  and 
residency  shall  be  verified  through  a 
collateral  contact  or  readily  available 
documentary  evidence.  If  possible,  the 
household’s  income  statements  should 
also  be  verified  at  the  same  time. 

(U)  Once  the  household  has  suppUed 
the  name  of  a  collateral  contact  or  has 
asked  the  State  agency  for  assistance 
in  locating  a  collateral  contact,  the 
State  agency  shall  promptly  contact 
the  collateral  contact  or  otherwise 
assist  the  household  in  obtaining  the 
necessary  verification. 

(iii)  When  a  household  is  eligible  for 
same  day  service  but  normal  issuance 
services  cannot  provide  an  opportunity 
to  participate  on  the  same  day  or  the 
State  agency  has  failed  to  complete 
the  collateral  contact,  the  State 
agency  shall  issue  at  least  one-fourth 
of  the  allotment  on  the  same  day. 
Similarly,  where  a  household  is  eligi¬ 
ble  for  service  within  two  working 
days  but  the  State  agency  has  failed  to 
complete  the  collateral  contact,  the 
State  agency  shall  provide  at  least 
one-fourth  of  the  allotment  within  the 
two  working  days.  In  such  instances, 
the  collateral  contact  shall  be  prompt¬ 
ly  completed  and  the  balance  of  the 
allotment  shall  be  issued  within  five 
working  days. 

(iv)  Households  certified  on  an  expe¬ 
dited  basis  shall  be  certified  only  for 
the  month  of  application.  The  house¬ 
hold  shall  receive  no  further  benefits 
untU  the  household  completes  the  ver- 
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ification  requirements  which  were 
postponed  to  expedite  initial  issuance. 
If  verification  is  obtained  within  30 
days  of  the  date  the  application  was 
filed  and  the  household  is  eligible  for 
subsequent  months,  the  State  agency 
shall  extend  the  certification  period  as 
appropriate  without  requiring  that  the 
household  submit  a  new  application 
and  without  interrupting  the  house¬ 
hold’s  benefits. 

(v)  There  is  no  limit  to  the  number 
of  consecutive  times  a  household  can 
be  certified  under  expedited  proce¬ 
dures,  so  long  as,  prior,  to  each  expe¬ 
dited  certification,  the  household  com¬ 
pletes  the  verification  requirements 
that  were  postponed  at  the  last  expe¬ 
dited  certification. 

(vi)  Households  requesting,  but  not 
entitled  to,  expedited  service  shall 
have  their  applications  processed  ac¬ 
cording  to  normal  standards. 

(j)  Households  requesting  replace¬ 
ment  allotments.  (1)  Households  may 
request  a  replacement  allotment  for 
that  portion  of  the  allotment  which 
has  been  lost,  stolen  or  destroyed  after 
receipt.  Households  requesting  a  re¬ 
placement  allotment  shall  report  the 
loss  to  the  local  police  and  sign  a  state¬ 
ment  at  the  food  stamp  office  attest¬ 
ing  to  the  loss  of  the  allotment. 
Households  shall  obtain  either  a  copy 
of  the  police  report  or  provide  other 
information  showing  that  the  loss  was 
reported  to  the  police. 

(2)  State  agencies  shall  provide  the 
household  an  opportunity  to  obtain  a 
replacement  allotment  within  two 
working  days  of  the  day  a  loss  is  re¬ 
ported,  to  the  State  agency,  provided 
the  household  filed  the  police  report 
and  the  household  has  signed  the 
statement  attesting  to  the  loss.  The 
State  agency  shall  not  issue  a  replace¬ 
ment  allotment  to  any  household 
more  often  than  once  within  a  three- 
month  period. 

(k)  PA  and  GA  households.  To  facili¬ 
tate  their  participation  in  the  pro¬ 
gram,  households  in  which  all  mem¬ 
bers  are  applying  for  public  assistance 
(PA)  or  State  agency  administered 
general  assistance  (GA)  shall  be  al¬ 
lowed  to  apply  for  food  stamp  benefits 
at  the  same  time  they  apply  for  PA  or 
GA  benefits.  The  household’s  food 
stamp  eligibility  and  benefit  level  shall 
be  based  solely  on  food  stamp  eligibil¬ 
ity  criteria  and  the  household  shall  be 
certified  in  accordance  with  notice, 
procedural  and  timeliness  require¬ 
ments  of  the  food  stamp  regulations. 

(l)  PA  households,  (i)  The  applica¬ 
tion  for  AFDC  or  other  public  assis¬ 
tance  shall  contain  all  the  information 
necessary  to  determine  a  household’s 
food  stamp  eligibility  and  level  of 
benefits.  Information  only  relevant  to, 
food  stamp  eligibility  shall  be  con¬ 
tained  in  the  PA  form  or  shall  be  an 
attachment  to  it.  The  PA  application 
shall  have  a  place  for  the  household  to 


indicate  if  it  does  not  wish  to  apply  for 
food  stamps.  The  application  shall 
clearly  indicate  that  the  household  is 
providing  information  for  both  pro¬ 
gram  purposes,  is  subject  to  the  crimi¬ 
nal  penalties  for  false  statements  of 
both  programs,  and  waives  the  notice 
of  adverse  action  as  specified  in  para¬ 
graph  (k)(lXv)  of  this  section.  The 
joint  PA/food  stamp  application  used 
for  PA  households  may  also  be  used 
for  all  food  stamp  households,  pro¬ 
vided  the  application  form  is  approved 
by  FNS. 

(ii)  PA  applications,  except  those  on 
which  the  household  has  indicated  it 
does  not  want  food  stamps,  shall  be 
processed  as  a  food  stamp  application 
in  accordance  with  all  timeliness  stan¬ 
dards  and  procedures  specified  in  this 
section.  If  the  application  is  unclear  as 
to  the  household’s  desire  for  food 
stamps,  the  State  agency  shall  deter¬ 
mine  at  the  interview,  or  in  prior  con¬ 
tact  with  the  household,  whether  or 
not  the  household  wants  the  PA  appli¬ 
cation  processed  for  food  stamp  pur¬ 
poses. 

(iii)  The  State  agency  shall  conduct 
a  single  interview  at  initial  certifica¬ 
tion  for  both  public  assistance  and 
food  stamp  purposes.  PA  households 
shall  not  be  required  to  see  a  different 
eligibility  worker  or  otherw  ise  be  sub¬ 
jected  to  two  interview  requirements 
in  order  to  obtain  the  benefits  of  both 
programs.  Following  the  single  inter¬ 
view,  the  application  may  be  processed 
by  separate  workers  to  determine  eligi¬ 
bility  and  benefit  levels  for  food 
stamps  and  public  assistance.  A  house¬ 
hold’s  eligibility  for  food  stamp  out-of- 
office  interview  procisions  in 
§  273.2(e)(2)  does  not  relieve  the 
household  of  any  responsibility  for  a 
face-to-face  interview  to  be  certified 
for  PA. 

(iv)  If  verification  requirements  for 
PA  differ  from  the  verification  re¬ 
quired  in  §  273.2(f),  the  determination 
of  food  stamp  eligibility  shall  not  be 
delayed  or  denied  for  failure  to 
comply  with  PA  verification  require¬ 
ments. 

(v)  As  a  result  of  differences  in  PA 
and  food  stamp  application  processing 
procedures  and  timeliness  standards, 
the  State  agency  may  have  to  deter¬ 
mine  food  stamp  eligibility  prior  to  de¬ 
termining  the  household’s  eligibility 
for  PA  payments.  Action  on  the  food 
stamp  portion  of  the  application  shall 
not  be  delayed  nor  the  application 
denied  on  the  grounds  that  the  PA  de¬ 
termination  has  not  been  made.  If  the 
State  agency  can  anticipate  the 
amount  and  the  date  of  receipt  of  the 
initial  PA  payment,  but  the  payment 
will  not  be  received  until  a  subsequent 
month,  the  State  agency  shall  vary 
the  household’s  food  stamp  benefit 
level  according  to  the  anticipated  re¬ 
ceipt  of  the  payment  and  notify  the 
household.  Portions  of  initial  pay¬ 


ments  intended  to  retroactively  cover 
a  previous  month  shall  be  disregarded 
as  a  Lump  sum  payment  under 
§  273.9(c)(8).  If  the  amount  or  date  of 
receipt  of  the  initial  PA  payment 
cannot  be  reasonably  anticipated  at 
the  time  of  the  food  stamp  eligibility 
determination,  the  PA  payments  shall 
be  handled  as  a  change  in  circum¬ 
stances.  However,  the  State  agency  is 
not  required  to  send  a  notice  of  ad¬ 
verse  action  if  the  receipt  of  the  PA 
grant  reduces  or  terminates  the  house¬ 
hold’s  food  stamp  benefits,  provided 
the  household  is  notified  in  advance 
that  its  benefits  may  be  reduced  or 
terminated  when  the  grant  is  received. 
Households  whose  PA  applications  are 
denied  shall  not  be  required  to  file  a 
new  food  stamp  application  but  shall 
have  their  food  stamp  eligibility  deter¬ 
mined  or  continued  on  the  basis  of  the 
original  application  filed  jointly  for 
PA  and  food  stamp  purposes  and  any 
other  documented  information  ob¬ 
tained  subsequent  to  the  application 
which  may  have  been  used  in  the  PA 
determination  and  which  is  relevant  to 
food  stamp  eligibility  or  level  of  bene¬ 
fits. 

(vi)  Households  may  be  required  to 
file  a  separate  application  for  food 
stamps  if  the  food  stamp  household 
contains  members  which  are  not  in¬ 
cluded  in  the  unit  filing  for  public  as¬ 
sistance. 

(2)  GA  households.  State  agencies 
which  operate  GA  programs  with  for¬ 
malized  application  procedures  and  eli¬ 
gibility  criteria  that  test  the  level  of 
income  and  resources  shall  permit  GA 
applicants  to  apply  for  food  stamp 
benefits  using  the  procedure  outlined 
in  paragraph  (k)(l)  of  this  section.  Use 
of  joint  application  procedures  for  GA 
households  and  any  application  forms 
must  be  approved  by  FNS.  Households 
receiving  benefits  through  GA  pro¬ 
grams  that  do  not  meet  the  above  cri¬ 
teria  should  be  advised  of  the  avail¬ 
ability  of  food  stamp  benefits. 

( 1 )  SSI  households.  (Reserved). 

§  273.3  Residency. 

A  household  must  be  living  in  the 
project  area  in  which  it  files  an  appli¬ 
cation  for  participation.  No  individual 
may  participate  as  a  member  of  more 
than  one  household  or  in  more  than 
one  project  area  in  any  month.  Resi¬ 
dency  shall  not  mean  domicile  nor 
shall  the  State  impose  any  durational 
residency  requirements.  Residency 
shall  not  mean  an  intent  to  perma¬ 
nently  reside  in  the  State  or  project 
area;  however,  persons  in  a  project 
area  solely  for  vacations  shall  not  be 
considered  residents.  A  fixed  residence 
is  not  required;  for  example,  migrant 
campsites  satisfy  the  residency  re¬ 
quirement. 

§  273.4  Citizenship  and  alien  status. 

(a)  Citizenship.  State  agencies  shall 
prohibit  participation  in  the  program 
by  any  person  who  is  not: 
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(1) A  resident  of  the  United  States, 
and 

(2)  One  of  the  following: 

(i)  A  United  States  citizen. 

(ii)  An  alien  lawfully  admitted  for 
permanent  residence  as  an  Immigrant 
pursuant  to  sections  101(a)(15)  and 
101(a)(20)  of  the  Immigration  and  Na¬ 
tionality  Act. 

(iii)  An  alien  who  entered  the  United 
States  prior  to  June  30,  1948,  or  some 
later  date  as  required  by  law,  and  has 
continuously  maintained  residency  in 
the  United  States  since  then,  and  is 
not  ineligible  for  citizenship,  but  is 
considered  to  be  lawfully  admitted  for 
permanent  residence  as  a  result  of  an 
exercise  of  discretion  by  the  Attorney 
General  pursuant  to  section  249  of  the 
Immigration  and  Nationality  Act. 

(iv)  An  alien  who  qualified  for  condi¬ 
tional  entry  because  of  persecution  or 
fear  of  persecution  on  account  of  race, 
religion,  or  political  opinion  or  because 
of  being  uprooted  by  a  catastrophic 
natural  calamity  pursuant  to  section 
203(a)(7)  of  the  Immigration  and  Na¬ 
tionality  Act.  Many  of  the  Vietnamese 
refugees  were  admitted  under  this 
statutory  provision. 

(v)  An  alien  lawfully  present  in  the 
United  States  as  a  result  of  an  exercise 
of  discretion  by  the  Attorney  General 
for  emergent  reasons  or  reasons 
deemed  strictly  in  the  public  interest 
pursuant  to  section  212(d)(5)  of  the 
Immigration  and  Nationality  Act.  A 
majority  of  the  Vietnamese  and  Cuban 
refugees  were  admitted  under  this 
statutory  provision. 

(vi)  An  alien  living  within  the  United 
States  to  whom  the  Attorney  General 
has  withheld  deportation  pursuant  to 
section  243  of  the  Immigration  and 
Nationality  Act. 

(b)  Ineligible  aliens.  No  aliens  other 
than  those  described  above  shall  be 
eligible  to  participate  in  the  program 
as  a  member  of  any  household.  Among 
those  excluded  are  aliens  who  are  visi¬ 
tors,  tourists,  diplomats  and  students. 

(c)  Verification.  The  State  agency 
shall  verify  lawful  permanent  resident 
alien  status  (as  defined  in  paragraphs 
(aX2)  (i)  and  (ii)  of  this  section  by 
using  Immigration  and  Naturalization 
Service  (INS)  Form  1-151  or  1-551, 
“Alien  Registration  Receipt  Card,”  or 
the  “Reentry  Permit,”  a  passport 
booklet  for  lawful  permanent  resident 
aliens.  The  other  three  resident  alien 
categories,  as  defined  in  paragraphs 

(a)(2)  (iv),  (v),  and  (vi)  of  this  section, 
are  identified  by  INS  Form  1-94,  Arri¬ 
val-Departure  Record.  This  form 
should  state  that  the  bearer  is  either  a 
refugee  granted  conditional  entrance 
status,  or  paroled  for  an  indefinite 
period,  or  granted  indefinite  voluntary 
departure  or  entitled  to  an  indefinite 
stay  of  deportation;  and  is  usually 
stamped  "Employment  Authorized.” 
Aliens  unable  to  furnish  the  above 
identification  are  ineligible.  These 


aliens  shall  be  advised  that  upon  pre¬ 
sentation  of  the  proper  INS  forms, 
they  will  be  eligible  to  apply  for  pro¬ 
gram  benefits. 

(d)  Income  and  resources.  The 
income  and  resources  of  an  ineligible 
alien  living  in  a  household  shall  not  be 
considered  in  determining  eligibility  or 
level  of  benefits  of  the  household. 

§  273.5  Tax  dependency. 

(a)  Tax  dependent  No  individual 
who  is  a  member  of  a  household  other¬ 
wise  eligible  to  participate  in  the  Pro¬ 
gram  shall  be  eligible  to  participate  as 
a  member  of  that  or  any  other  house¬ 
hold  if  the  individual: 

(1)  Has  reached  age  eighteen; 

(2)  Is  enrolled  at  least  half  time  in 
an  institution  of  higher  education;  and 

(3)  Is  properly  claimed  or  could  be 
properly  claimed  for  the  current  tax 
year  as  a  dependent  child  for  Federal 
income  tax  purposes  by  a  taxpayer 
who  is  not  a  member  of  an  eligible 
household.  “Child”  and  tax  “depen¬ 
dent”  are  defined  in  §§  151  and  152  of 
the  Internal  Revenue  Code  (I.R.C.)  of 
1954,  as  amended. 

(b)  Eligibility  of  taxpayer’s  house¬ 
hold.  (1)  Prior  to  determining  the  eligi¬ 
bility  of  students  who  are  or  could  be 
properly  claimed  tax  dependents,  the 
eligibility  of  the  taxpayer’s  household 
shall  be  determined.  A  proper  claim  of 
tax  dependency  exists  when  the  tax¬ 
payer  provides  or  will  provide  over 
half  of  the  student’s  support  for  the 
current  tax  year.  A  proper  claim  also 
exists  when  the  taxpayer  is  or  will  be 
treated  as  having  provided  over  half  of 
the  student’s  support  under  Internal 
Revenue  Service  (IRS)  rules  for  “Chil¬ 
dren  of  divorced  or  separated  parents” 
(§  152(e)  I.R.C.)  or  dependents  sup¬ 
ported  by  two  or  more  taxpayers 
(§  152(c)  I.R.C.).  “Support”  is  defined 
in  §§  151-152  of  the  I.R.C. 

(2)  The  eligibility  of  the  taxpayer’s 
household  shall  be  based  on  informa¬ 
tion  provided  by  the  student  or  the 
taxpayer.  If  the  taxpayer’s  household 
is  not  currently  certified  for  food 
stamps,  its  eligibility  shall  be  deter¬ 
mined  by  the  household’s  size  and 
monthly  gross  income.  The  allowable 
gross  income  limits  shall  be  calculated 
by  increasing  the  current  net  income 
eligibility  limits  in  §  273.9(a)  by  the 
standard  deduction  in  §  273.9(d),  the 
maximum  shelter  deduction  In 
S  273.9(d),  and  the  20  percent  earned 
income  deduction  in  §  273.9(d).  Self- 
employed  households  shall  have  their 
gross  income  determined  on  an 
annual,  rather  than  a  monthly  basis, 
minus  the  cost  of  doing  business,  but 
prior  to  deducting  taxes.  FNS  shall 
provide  gross  income  eligibility  tables 
by  household  size. 

(c)  Verification.  (1)  Tax  dependency 
status  and  the  eligibility  of  the  tax¬ 
payer’s  household  shall  be  verified  for 
students  when  information  provided  in 


the  application  is  inconsistent,  contra¬ 
dicts  other  documented  evidence,  or 
indicates  likely  tax  dependency  status. 
Verification  shall  be  accomplished  by 
mailing  a  simple  form  to  the  student’s 
parent.  The  verification  form  will  re¬ 
quire  the  taxpayer  to  state  whether 
the  student  is  claimed  or  could  be 
claimed  as  a  tax  dependent.  If  the  stu¬ 
dent  is  or  could  be  claimed  as  a  tax  de¬ 
pendent,  the  parent  will  be  requested 
to  indicate  whether  the  parent’s 
household  is  currently  certified  for 
food  stamps.  If  the  parent’s  household 
is  not  certified,  the  parent  will  be 
asked  to  provide  household  size  and 
gross  Income  figures  so  an  eligibility 
determination  can  be  made  based  on 
the  FNS  gross  income  tables,  discussed 
in  §  273.5(b). 

(2)  If  the  student  is  or  could  be 
claimed  as  a  tax  dependent  then  infor¬ 
mation  must  be  provided  on  the  tax¬ 
payer  household.  The  application 
should  state  whether  or  not  the  tax¬ 
payer  household  is  certified  and  if  it  is 
not  the  taxpayer’s  household  size  and 
gross  income  must  be  provided.  The 
student  may  provide  the  needed  infor¬ 
mation  or  request  the  State  to  use  the 
verification  form  mentioned  in  para¬ 
graph  (c)(1)  of  this  section  to  obtain 
the  needed  information. 

(3)  In  some  instances,  a  student  may 
not  be  aware  of  his  or  her  tax  depen¬ 
dency  status.  In  such  cases  the  student 
must  provide  verification  or  he/she 
may  request  that  the  State  use  the 
verification  form  cited  in  paragraph 
(c)(1)  of  this  section. 

(4)  The  parents  failure  to  supply  re¬ 
quested  information,  or  a  parental  re¬ 
sponse  which  indicates  student  ineligi¬ 
bility,  is  grounds  for  declaring  a  stu¬ 
dent  ineligible.  Students  shall  have  an 
opportunity  to  appeal  a  decision  of  in¬ 
eligibility  under  §  273.15. 

(d)  Certifying  the  household.  (1) 
While  awaiting  student  tax  dependen¬ 
cy  verification  from  the  parent 
taxpayer(s),  the  remaining  household 
members  shall  be  certified  based  on 
household  size  minus  the  student. 

(2)  An  ineligible  student  or  a  student 
awaiting  verification  of  information  is 
not  a  member  of  the  household  and 
the  student’s  income  and  resources  are 
not  considered  in  determining  eligibil¬ 
ity  or  the  coupon  allotment  for  the  re¬ 
maining  household  members. 

(3)  If  remaining  members  of  a  stu¬ 
dent’s  household  have  been  certified 
while  the  student  is  awaiting  tax  de¬ 
pendency  verification,  then  the  result 
of  the  verification  can  affect  the  par¬ 
ticipating  household  in  two  ways.  If 
the  student  is  or  could  be  the  tax  de¬ 
pendent  of  an  ineligible  household, 
the  participating  household  will  con¬ 
tinue  participating  on  the  same  basis 
that  it  was  certified.  If  the  student  is 
not  and  could  not  be  claimed  as  a  tax 
dependent,  or  if  the  student  is  or  could 
be  claimed  but  the  taxpayer  house- 
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hold  is  eligible  for  food  stamps,  then 
the  participating  household’s  eligibil¬ 
ity  and  benefits  must  be  redetermined 
to  include  the  student. 

§  273.6  SSI  Cash-Out  States. 

(a)  Ineligibility.  No  individual  who 
receives  supplemental  security  income 
benefits  and/or  State  supplementary 
payments  and  resides  in  the  States  of 
California  or  Massachusetts  is  eligible 
to  receive  food  stamp  benefits.  The 
Secretary  of  Health,  Education,  and 
Welfare  has  determined  that  the  SSI 
payments  in  these  States  have  been 
specifically  increased  to  include  the 
value  of  the  food  stamp  allotment. 

(b)  Income  and  resources.  In  Califor¬ 
nia  and  Massachusetts  the  income  and 
resources  of  the  SSI  recipient  who  re¬ 
sides  with  an  applicant  household 
shall  not  be  considered  available  to 
the  household  for  eligibility  or  coupon 
allotment  purposes.  The  SSI  recipi¬ 
ent’s  presence  in  the  household  shall 
not  be  considered  in  determining  eligi¬ 
bility  and  the  level  of  benefits. 

§  273.7  Work  registration  requirement. 

(a)  Persons  required  to  register.  Each 
household  member  who  is  (1)  physical¬ 
ly  and  mentally  fit,  (2)  18  years  of  age 
or  over,  but  not  60  years  or  over,  and 

(3)  not  exempted  by  paragraph  (b)  of 
this  section  shall  register  for  employ¬ 
ment  prior  to  certification  and  once 
every  six  months  after  initial  registra¬ 
tion.  Household  members  shall  regis¬ 
ter  at  the  food  stamp  office  by  com¬ 
pleting  the  work  registration  form 
provided  by  the  State  agency.  The 
State  agency  shall  forward  work  regis¬ 
tration  forms  to  the  appropriate  State 
employment  service  office. 

(b)  Exemptions  from  work  registra¬ 
tion.  The  following  persons  are 
exempt  from  the  work  registration  re¬ 
quirement: 

(1) A  household  member  subject  to 
and  participating  in  the  Work  Incen¬ 
tive  Program  (WIN)  under  Title  IV  of 
the  Social  Security  Act,  as  amended. 

(2)  A  parent  or  other  household 
member  responsible  for  the  care  of  a 
dependent  child  under  12  or  an  inca¬ 
pacitated  person. 

(3)  A  parent  or  other  caretaker  of  a 
child  under  18  in  a  household  where 
another  able-bodied  parent  is  regis¬ 
tered  for  work,  or  is  exempt  as  a  result 
of  employment. 

(4)  A  person  receiving  unemploy¬ 
ment  compensation.  Persons  who  have 
applied  for,  but  are  not  yet  approved 
for  unemployment  compensation  shall 
not  qualify  for  this  exemption. 

(5)  A  regular  participant  in  a  drug 
addiction  or  alcoholic  treatment  and 
rehabilitation  program. 

(6)  A  person  who  is  employed  or  self- 
employed  and  working  a  minimum  of 
thirty  hours  weekly  or  receiving 
weekly  earnings  equal  to  the  Federal 
minimum  wage  mutiplied  by  thirty 
hours. 
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(7)  A  student  enrolled  at  least  half 
time  in  any  recognized  school,  training 
program,  or  institution  of  higher  edu¬ 
cation  except  that: 

(i)  During  the  regular  school  year, 
students  enrolled  at  least  half  time  in 
an  institution  of  higher  education 
must  register  for  20  hours  of  work  per 
week  by  completing  the  work  registra¬ 
tion  form  provided  by  the  State 
agency  unless  they  are:  (A)  employed 
for  a  minimum  of  20  hours  per  week 
or  participating  in  a  federally  financed 
work  study  program:  (B)  employed 
less  than  20  hours  per  week  but  earn¬ 
ing  an  amount  at  least  equal  to  the 
Federal  minimum  wage  multiplied  by 
20  hours:  (C)  the  head  of  a  household 
containing  one  or  more  other  persons 
to  whom  the  student  supplies  more 
than  one-half  of  their  total  support:  or 
(D)  otherwise  exempt  from  the  work 
registration  requirement. 

(ii)  When  any  school,  training  pro¬ 
gram  or  institution  of  higher  educa¬ 
tion  recess  or  vacation  will  exceed 
thirty  days,  individuals  otherwise 
exempt  because  of  their  student  status 
shall  register  for  full  time  work  by 
completing  the  work  registration  form 
provided  by  the  State  agency,  and 
must  comply  with  the  requirements  of 
paragraphs  (d)  and  (e)  of  this  section. 

(iii)  Students  18  or  over,  enrolled  in 
an  institution  of  higher  education  at 
least  half  time,  and  who  could  be 
claimed  as  tax  dependents  must  also 
meet  the  requirements  of  §  273.5  to  be 
eligible. 

(c)  Voluntary  quit  [Reserved] 

(d)  Job  search.  [Reserved] 

(e)  Additional  work  requirements. 
Work  registrants  shall  also: 

(1)  Report  for  an  interview  upon  the 
reasonable  request  of  the  appropriate 
State  employment  service  office; 

(2)  Respond  to  a  request  from  the 
State  employment  service  office  for 
supplemental  information  regarding 
employment  status  or  availability  for 
work: 

(3)  Report  to  an  employer  to  whom 
referred  by  the  State  employment  ser¬ 
vice  office; 

(4)  Accept  a  bona  fide  offer  of  suit¬ 
able  employment,  as  defined  in  para¬ 
graph  (i)  of  this  section,  to  which  re¬ 
ferred  by  the  State  employment  ser¬ 
vice  office;  and 

(5)  Continue  suitable  employment  to 
which  referred  by  the  State  employ¬ 
ment  service  office.  Household  mem¬ 
bers  shall  continue  such  employment 
until  it  is  no  longer  considered  suitable 
in  accordance  with  paragraph  (i)  of 
this  section,  until  they  are  terminated 
from  employment  due  to  circum¬ 
stances  beyond  their  control,  or  until 
they  become  exempt  from  the  work 
registration  requirement  as  provided 
in  paragraph  (b)  of  this  section. 

(f )  Failure  to  comply. 

(1)  If  the  State  agency  determines 
that  a  household  member,  except  any 


student  as  defined  in  paragraph 
(b)(7Xi)  of  this  section,  has  refused  or 
failed  without  good  cause  to  comply 
with  the  requirements  of  this  section, 
the  household  shall  be  ineligible  to 
participate  until  the  member  complies 
with  the  requirements  in  paragraph 
(h)  of  this  section,  the  member  be¬ 
comes  exempt,  or  for  60  days,  which¬ 
ever  is  earlier. 

(2)  Any  student  which  the  State 
agency  determines  has  failed  or  re¬ 
fused  without  good  cause  to  comply 
with  the  requirements  of  paragraphs 
(b)(7)(i)  or  (e)  of  this  section  to  regis¬ 
ter  for  and  accept  20  hours  work  per 
week  during  the  regular  school  year 
shall  be  ineligible  to  participate  as  a 
member  of  any  household.  The  dis¬ 
qualification  shall  apply  to  the  indi¬ 
vidual  student  alone  and  not  to  the 
entire  household.  The  disqualified  stu¬ 
dent  shall  be  ineligible  until  the  stu¬ 
dent  complies  with  the  requirements 
in  paragraph  (h)  of  this  section,  the 
student  becomes  exempt,  or  for  60 
days,  whichever  is  earlier. 

(g)  Determining  good  cause.  In  de¬ 
termining  if  good  cause  existed  for 
failure  to  comply  with  any  registration 
requirement,  the  State  agency  shall 
consider  all  facts  and  circumstances, 
including  information  submitted  by 
the  State  employment  service  office, 
the  household  member  involved  and 
the  employer.  Good  cause  shall  in¬ 
clude  circumstances  beyond  the  mem¬ 
ber’s  control,  such  as,  but  not  limited 
to,  illness,  illness  of  another  house¬ 
hold  member  requiring  the  presence 
of  the  member,  a  household  emergen¬ 
cy  or  unavailability  of  transportation. 

(h)  Ending  disqualification.  Follow¬ 
ing  the  end  of  the  60-day  disqualifica¬ 
tion  period,  a  household  or  student 
may  apply  again  to  establish  eligibil¬ 
ity.  Eligibility  may  be  established  or 
reestablished  within  a  disqualification 
period  if  the  household  or  student  is 
otherwise  eligible  and  the  member  or 
student  becomes  exempt  from  the 
work  requirement  or  the  member  or 
student  complies  as  follows: 

(1)  Refusal  to  register— registration 
by  the  household  member  or  student. 

(2)  Refusal  to  report  for  interview  to 
the  State  employment  service  office- 
reporting  for  the  required  interview. 

(3)  Refusal  to  respond  to  a  request 
from  the  State  employment  service 
office  requiring  supplemental  informa¬ 
tion  regarding  employment  status  or 
availability  for  work— compliance  with 
the  State  employment  service  office 
request. 

(4)  Refusal  to  report  to  an  employer 
to  whom  referred  by  the  State  em¬ 
ployment  service  office— reporting  to 
this  employer  or  another  employer  to 
whom  referred. 

(5)  Refusal  to  accept  a  bona  fide 
offer  of  suitable  employment  to  which 
referred  by  the  State  employment  ser¬ 
vice  office— acceptance  of  this  employ- 
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ment,  of  any  other  employment  which 
yields  earnings  per  week  equivalent  to 
the  refused  job.  of  any  other  employ¬ 
ment  of  at  least  30  hours  per  week,  or 
of  any  employment  of  less  than  30 
hours  per  week  with  weekly  earnings 
equal  to  the  Federal  minimum  wage 
multiplied  by  30  hours. 

(6)  Refusal  to  continue  suitable  em¬ 
ployment  to  which  referred  by  the 
State  employment  service  office— re¬ 
turning  to  this  employment,  or  accep¬ 
tance  of  any  other  employment  which 
yields  earnings  per  week  equivalent  to 
the  refused  job,  or  of  any  other  em¬ 
ployment  of  at  least  30  hours  per  week 
or  of  less  than  30  hours  per  week  but 
with  weekly  earnings  equal  to  the  Fed¬ 
eral  minimum  wage  multiplied  by  30 
hours. 

(i)  Suitable  employment  (1)  Any  em¬ 
ployment  shall  be  considered  unsuit¬ 
able  if: 

(1)  The  wage  offered  is  less  than  the 
highest  of: 

(A)  The  applicable  Federal  minimum 
wage: 

(B)  The  applicable  State  minimum 
wage;  or 

(C)  Eighty  percent  (80%)  of  the  Fed¬ 
eral  minimum  wage. 

(ii)  The  employment  offered  is  on  a 
piece-rate  basis  and  the  average 
hourly  yield  the  employee  can  reason¬ 
ably  be  expected  to  earn  is  less  than 
the  applicable  hourly  wages  specified 
in  paragraph  (iXlXi)  of  this  section. 

(iii)  The  household  member,  as  a 
condition  of  employment  or  continu¬ 
ing  employment,  is  required  to  join, 
resign  from,  or  refrain  from  joining 
any  legitimate  labor  organization. 

(iv)  The  work  offered  is  at  a  site  sub¬ 
ject  to  a  strike  or  lockout  at  the  time 
of  the  offer  unless  the  strike  has  been 
enjoined  under  §208  of  the  Labor- 
Management  Relations  Act  (29  U.S.C. 
178). 

(2)  In  addition,  employment  shall  be 
considered  suitable  unless  the  house¬ 
hold  member  involved  can  demon¬ 
strate  or  the  State  agency  otherwise 
becomes  aware  that: 

(i)  The  degree  of  risk  to  health  and 
safety  is  unreasonable. 

(ii)  The  member  is  physically  or 
mentally  unfit  to  perform  the  employ¬ 
ment,  as  documented  by  medical  evi¬ 
dence  or  by  reliable  information  from 
other  sources. 

(iii)  The  employment  offered  within 
the  first  30  days  of  registration  is  not 
in  the  member’s  major  field  of  experi¬ 
ence. 

(iv)  The  distance  from  the  member’s 
home  to  the  place  of  employment  is 
unreasonable  considering  the  expected 
wage  and  the  time  and  cost  of  com¬ 
muting.  Employment  shall  not  be  con¬ 
sidered  suitable  if  daily  commuting 
time  exceeds  25  percent  of  daily  work 
time. 

(v)  The  working  hours  or  nature  of 
the  employment  interferes  with  the 


member’s  religious  observances,  con¬ 
victions  or  beliefs.  For  example,  a  Sab¬ 
batarian  could  refuse  to  work  on  the 
Sabbath  and  not  affect  the  house¬ 
hold’s  eligibility. 

(vi)  For  students,  the  employment  is 
offered  during  class  hours  or  is  more 
than  20  hours  per  week. 

(j)  Participation  of  strikers.  No 
household  shall  be  denied  participa¬ 
tion  solely  on  the  grounds  that  a 
member  of  the  household  is  not  work¬ 
ing  because  of  a  strike  or  a  lockout  at 
his  or  her  place  of  employment  unless 
the  strike  has  been  enjoined  under 
§  208  of  the  Labor-Management  Rela¬ 
tions  Act  (29  U.S.C.  178). 

(k)  Registration  of  PA  and  G.4 
households.  (1)  In  project  areas  where 
a  WIN  program  is  in  operation,  regis¬ 
trants  for  the  WIN  program  are 
exempt  from  food  stamp  work  regis¬ 
tration  as  provided  in  paragraph  (b)  of 
this  section. 

(2)  In  project  areas  where  there  is 
no  WIN  program,  PA  households  shall 
register  for  work  as  provided  in  para¬ 
graph  (a)  of  this  section,  unless  the 
household  members  are  exempt  as 
provided  in  paragraph  (b)  of  this  sec¬ 
tion.  The  State  agency  may  request  a 
waiver  of  this  procedure  for  PA  and 
GA  households  under  the  conditions 
described  in  paragraph  (k)(3)  of  this 
section. 

(3)  State  agencies  may  request  ap¬ 
proval  from  FNS  to  substitute  State 
procedures  for  work  registration  for 
PA  households  in  project  areas  with 
no  WIN  program  and  for  GA  house¬ 
holds.  To  receive  approval.  State  agen¬ 
cies  must  demonstrate  that: 

(i)  The  PA  or  GA  work  registration 
procedures  are  at  least  equivalent  to 
food  stamp  work  registration  require¬ 
ments. 

(ii)  Registrants’  activities  are  moni¬ 
tored  so  that  appropriate  sanctions  as 
required  by  these  regulations  will  be 
applied. 

(iii)  All  PA  or  GA  household  mem¬ 
bers  which  are  not  exempt  under  the 
regulations  are  either  registered  for 
work  under  the  PA  or  GA  work  re¬ 
quirement  procedures  or  are  registered 
.for  work  as  provided  in  paragraph  (a) 
of  this  section. 

(4)  Household  members  who  are  re¬ 
quired  to  register  for  work  under  WIN 
or  unemployment  compensation  and 
fail  to  comply  with  the  work  registra¬ 
tion  requirements  of  those  programs 
shall  not  be  denied  food  stamp  bene¬ 
fits  solely  for  this  failure.  These  mem¬ 
bers  lose  their  exemption  under  para¬ 
graph  (b)  of  this  section  and  must  reg¬ 
ister  for  work  if  required  to  do  so  in 
paragraph  (a)  of  this  section. 

§  273.8  Resource  eligibility  standards. 

(a)  Uniform  standards.  Each  State 
agency  shall  apply  the  uniform  na¬ 
tional  resource  standards  of  eligibility 
to  all  applicant  households,  including 


those  in  which  members  are  recipients 
of  federally  aided  public  assistance, 
general  assistance  or  supplemental  se¬ 
curity  income. 

(b)  Maximum  allowable  resources. 
The  maximum  allowable  resources,  in¬ 
cluding  both  liquid  and  nonliquid 
assets,  of  all  members  of  the  house¬ 
hold  shall  not  exceed  $1,750  for  the 
household,  except  that,  for  house¬ 
holds  of  two  or  more  members  includ¬ 
ing  a  member  or  members  age  60  or 
over,  such  resources  shall  not  exceed 
$3,000. 

(c)  Definition  of  resources.  In  deter¬ 
mining  the  resources  of  a  household, 
the  following  shall  be  included  and  do¬ 
cumented  by  the  State  agency  in  suffi¬ 
cient  detail  to  permit  verification  in 
the  event  it  becomes  necessary  be¬ 
cause  of  inconsistent  information  or 
for  quality  control  review: 

(1)  Liquid  resources,  such  as  cash  on 
hand,  money  in  checking  or  savings  ac¬ 
counts,  savings  certificates,  stocks  or 
bonds;  and 

(2)  Nonliquid  resources,  personal 
property,  licensed  vehicles,  buildings, 
land,  recreational  properties  and  any 
other  property,  not  specifically  ex¬ 
cluded  under  paragraph  (e)  of  this  sec¬ 
tion. 

(d)  Jointly  owned  resources.  Re¬ 
sources  held  jointly  by  separate  house¬ 
holds  shall  be  considered  available  in 
their  entirety  to  each  household, 
unless  it  can  be  demonstrated  by  the 
applicant  household  that  such  re¬ 
sources  are  inaccessible  to  that  house¬ 
hold. 

(e)  Exclusions  from  resources.  In  de¬ 
termining  the  resources  of  a  house¬ 
hold,  only  the  following  shall  be  ex¬ 
cluded: 

( 1 )  The  home  and  surrounding  prop¬ 
erty  which  is  not  separated  from  the 
home  by  intervening  property  owned 
by  others.  Public  rights  of  way,  such 
as  roads  which  run  through  the  sur¬ 
rounding  property  and  separate  it 
from  the  home,  will  not  affect  the  ex¬ 
emption  of  the  property.  The  home 
and  surrounding  property  shall 
remain  exempt  when  temporarily  un¬ 
occupied  for  reasons  of  employment, 
illness,  vacation,  or  inhabitability 
caused  by  casualty  or  natural  disaster, 
if  the  household  intends  to  return. 

(2)  Household  goods,  personal  ef¬ 
fects.  including  one  burial  plot  per 
household  member,  and  the  cash  value 
of  life  insurance  policies  and  pension 
funds,  including  funds  in  pension 
plans  such  as  a  Keogh  Plan  or  an  Indi¬ 
vidual  Retirement  Account  (IRA)  as 
long  as  the  funds  are  not  withdrawn 
from  the  pension  plans. 

(3)  The  entire  value  of  any  licensed 
vehicle,  such  as,  but  not  limited  to,  a 
taxi,  tractor,  or  fishing  boat,  if  the  ve¬ 
hicle  is  used  primarily  (over  50  percent 
of  the  time  the  vehicle  is  used)  for 
income  producing  purposes,  or,  if  the 
vehicle  annually  produces  income  con- 
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Bistent  with  its  fair  market  value,  even 
if  only  used  on  a  seasonal  basis.  This 
exemption  will  apply  when  the  vehicle 
is  not  in  use  because  of  temporary  un¬ 
employment. 

(4)  One  licensed  vehicle,  other  than 
vehicles  excluded  under  paragraph  (3) 
of  this  section,  to  the  extent  that  the 
fair  market  value  is  less  than  $4,500, 
and  additional  licensed  vehicles  neces¬ 
sary  for  household  members  to  seek 
employment  or  to  transport  household 
members  to  and  from  employment,  to 
the  extent  that  the  fair  market  value 
of  each  vehicle  is  less  than  $4,500.  A 
vehicle  customarily  used  to  transport 
household  members  to  and  from  em¬ 
ployment  shall  be  covered  by  this  ex¬ 
clusion  during  temporary  periods  of 
unemployment. 

(5)  Property  which  annually  pro¬ 
duces  income  consistent  with  its  fair 
market  value,  even  if  only  used  on  a 
seasonal  basis. 

(6)  Property,  such  as  farm  land  and 
rental  homes,  or  work  related  equip¬ 
ment,  such  as  the  tools  of  a  tradesman 
or  the  machinery  of  a  farmer,  which  is 
essential  to  the  employment  or  self- 
employment  of  a  household  member, 
except  that  rental  homes  which  are 
used  by  households  for  vacation  pur¬ 
poses  at  some  time  during  the  year 
shall  be  counted  as  resources  unless 
excluded  by  paragraph  (5)  of  this  sec¬ 
tion. 

(7)  Installment  contract  for  the  sale 
of  land  or  other  property  if  the  con¬ 
tract  or  agreement  is  producing 
income  consistent  with  its  fair  market 
value  and  the  value  of  any  property 
sold  under  contract  or  held  as  security 
in  exchange  for  a  purchase  price  con¬ 
sistent  with  the  fair  market  value  of 
that  property. 

(8)  Any  governmental  payments, 
such  as  those  made  by  the  Individual 
and  Family  Grant  Program  or  the 
Small  Business  Administration,  which 
are  designated  for  the  restoration  of  a 
home  damaged  in  a  disaster,  if  the 
household  is  subject  to  a  legal  sanc¬ 
tion  if  the  funds  are  not  used  as  in¬ 
tended. 

(9)  Resources  whose  cash  value  is 
not  accessible  to  the  household,  such 
as  but  not  limited  to,  irrevocable  trust 
funds,  property  in  probate  and  proper¬ 
ty  which  the  household  is  making  a 
good  faith  effort  to  sell  at  a  reason¬ 
able  price  and  which  has  not  been 
sold.  In  such  cases,  the  State  agency 
shall  establish  that  the  property  is  for 
sale  and  that  the  household  will 
accept  a  reasonable  offer.  Any  funds 
transferred  to  a  trust,  and  the  income 
produced  by  that  trust,  shall  be  con¬ 
sidered  accesible  to  the  household 
unless: 

(i)  The  trust  is  under  the  control 
and  management  of  an  institution, 
corporation  or  organization  (the  trust¬ 
ee)  which  is  not  under  the  direction  or 
ownership  of  any  household  member; 


(ii)  That  trustee  acts  in  a  fiduciary 
capacity  and  uses  the  funds  solely  to 
make  investments  on  behalf  of  the 
trust  or  to  pay  the  educational  ex¬ 
penses  of  any  person  named  by  the 
household  creating  the  trust; 

(iii)  The  trust  investments  do  not  di¬ 
rectly  involve  or  assist  any  business  or 
corporation  under  the  control,  direc¬ 
tion  or  influence  of  a  household 
member; 

(iv)  The  trust  arrangement  will  not 
likely  cease  during  the  certification 
period;  and 

(v)  No  household  member  has  the 
power  to  revoke  the  trust  arrangement 
or  change  the  name  of  the  student 
beneficiary  during  the  certification 
period, 

(10)  Resources,  such  as  those  of  stu¬ 
dents  or  self-employed  persons,  which 
have  been  counted  as  income  under 
§  273.9.  The  handling  of  student 
income  is  explained  in  §  273.10(c)  and 
the  handling  of  self-employment 
income  is  explained  in  §  273.11(a). 

(11)  Indian  lands  held  jointly  with 
the  Tribe,  or  land  that  can  be  sold 
only  with  the  approval  of  the  Bureau 
of  Indian  Affairs;  and 

(12)  Resources  which  are  excluded 
for  food  stamp  purposes  by  express 
provision  of  Federal  law.  The  follow¬ 
ing  is  the  current  listing  of  resources 
excluded  by  Federal  law; 

(i)  Payments  received  under  the 
Alaska  Native  Claims  Settlement  Act 
(Pub.  L.  92-203,  section  21(a))  or  the 
Sac  and  Fox  Indian  claims  agreement 
(Pub.  L.  94-189); 

(ii)  Payments  received  by  certain 
Indian  tribal  members  under  Pub.  L. 
94-114,  section  6,  regarding  submar¬ 
ginal  land  held  in  trust  by  the  United 
States; 

(iii)  Benefits  received  from  the  Spe¬ 
cial  Supplemental  Food  Program  for 
Women,  Infants  and  Children  (WIC) 
(Pub.  L.  92-443,  section  9); 

(iv)  Reimbursements  from  the  Uni¬ 
form  Relocation  Assistance  and  Real 
Property  Acquisition  Policy  Act  of 
1970  (Pub.  L.  91-646,  section  216); 

(v)  Earned  income  credits  received  as 
a  result  of  the  Tax  Reform  Act  of  1976 
(Pub.  L.  94-455,  section  402),  the  Rev¬ 
enue  Readjustment  Act  of  1975  (Pub. 
L.  94-164,  section  2(d))  and  payments 
received  under  section  102  of  the  Tax 
Reduction  Act  of  1975  (Pub.  L.  94-12); 

(vi)  Payments  received  from  the 
Youth  Incentive  Entitlement  Pilot 
Projects,  the  Youth  Community  Con¬ 
servation  and  Improvement  Projects, 
and  the  Youth  Employment  and 
Training  Programs  under  the  Youth 
Employment  and  Demonstration  Pro¬ 
ject  Act  of  1977  (Pub.  L.  95-93),  but 
not  payments  from  the  Young  Adults 
Conservation  Corps  under  that  Act 
nor  any  payments  under  the  Compre¬ 
hensive  Employment  and  Training  Act 
(CETA)  (Pub.  L.  93-203). 

(f)  Handling  of  excluded  funds.  Ex¬ 
cluded  monies  that  are  kept  in  a  sepa¬ 


rate  account,  and  that  are  not  com¬ 
mingled  in  an  account  with  nonexclud- 
ed  funds,  shall  retain  the  resource  ex¬ 
clusion  for  an  unlimited  period  of 
time.  Those  excluded  monies  which 
are  commingled  in  an  account  with 
nonexcluded  funds  shall  retain  their 
exemption  for  six  months  from  the 
date  they  are  commingled.  If  the 
household’s  total  resources  including 
all  funds  in  the  commingled  account 
exceed  the  allowable  limit  after  that 
time,  the  following  method  shall  be 
used  to  determine  what  portion  of  the 
total  resources  are  exempt  funds. 
Each  withdrawal  of  funds,  after  depos¬ 
it  of  exempt  fluids  into  an  account, 
shall  reduce  any  exempt  funds  in  that 
account  by  the  value  of  the  withdraw¬ 
al.  When  the  total  amount  withdrawn 
from  an  account  equals  or  exceeds  the 
total  amount  of  exempted  funds  de¬ 
posited  into  that  account,  the  exempt¬ 
ed  funds  will  be  considered  totally 
spent.  Households  desiring  to  exempt 
commingled  funds,  six  months  after 
commingling,  must  document:  the 
dates  and  amounts  of  exempt  fund  de¬ 
posits  and  subsequent  withdrawals; 
the  amounts  and  dates  of  withdrawals 
after  the  date  of  first  commingling; 
and  the  current  account  balance. 

(g)  Value  of  resources.  (1)  The  value 
of  resources  shall  be  determined  at 
fair  market  value  less  encumbrances, 
except  for  licensed  vehicles  which 
shall  be  handled  m  follows: 

(i)  Licensed  vehicles  are  totally 
exempt  if  the  vehicles’  primary  use 
(over  50  percent  of  the  time  it  is  used) 
is  for  income  producing  purposes,  if 
the  vehicle  annually  produces  income 
consistent  with  its  fair  market  value, 
or  if  exempt  under  §  273.8(e)(1). 

(ii)  All  licensed  vehicles  not  exempt 
under  paragraph  (g)(l)(i)  of  this  sec¬ 
tion  shall  individually  be  evaluated  for 
fair  market  value  and  that  portion  of 
the  value  which  exceeds  $4,500  shall 
be  attributed  in  full  toward  the  house¬ 
hold’s  resource  level,  regardless  of  any 
encumbrances  on  the  vehicles.  For  ex¬ 
ample,  a  household  owning  an  auto¬ 
mobile  with  a  fair  market  value,  as  de¬ 
fined  in  paragraph  (2)  below,  of  $5,500 
shall  have  $1,000  applied  toward  its  re¬ 
source  level.  Any  value  in  excess  of 
$4,500  shall  be  attributed  to  the 
household’s  resource  level,  regardless 
of  the  amount  of  the  household’s  in¬ 
vestment  in  the  vehicle,  and  regardless 
of  whether  or  not  the  vehicle  is  used 
to  transport  household  members  to 
and  from  employment.  Each  vehicle 
shall  be  appraised  individually.  The 
values  of  two  or  more  vehicles  shall 
not  be  added  together  to  reach  a  total 
fair  market  value  in  excess  of  $4,500. 

(iii)  All  non-income  producing  li¬ 
censed  vehicles,  other  than  the  house¬ 
hold’s  primary  vehicle  and  vehicles 
necessary  for  household  members  to 
seek  employment  or  to  transport 
household  members  to  and  from  em- 
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ployment  shall  also  be  evaluated  for 
equity  value.  The  equity  value  shall  be 
attributed  toward  the  household’s  re¬ 
source  level. 

(iv)  In  the  event  a  licensed  vehicle  is 
assigned  both  a  fair  market  value  in 
excess  of  $4,500  (under  paragraph 
(gXIXii)  of  this  section)  and  an  equity 
value  (under  paragraph  (gXIXiii)  of 
this  section)  only  the  greater  of  the 
two  amounts  shall  be  counted  as  a  re¬ 
source.  For  example,  a  second  car 
which  is  not  used  to  transport  a  house¬ 
hold  member  to  work  will  be  evaluated 
for  both  fair  market  value  and  for 
equity  value.  If  the  fair  market  value 
is  $5,000  and  the  equity  value  is  $1,000, 
the  household  shall  be  credited  with 
only  the  $1,000  equity  value. 

(2)  The  fair  market  value  of  licensed 
automobiles,  trucks,  and  vans  will  be 
determined  by  the  “average  trade-in 
value”  or  the  “wholesale  value”  of 
those  vehicles  as  listed  in  publications 
written  for  the  purpose  of  providing 
guidance  to  automobile  dealers  and 
loan  companies.  Publications  listing 
the  value  of  vehicles  are  usually  re¬ 
ferred  to  as  “blue  books.”  The  State 
agency  shall  ensure  that  the  blue  book 
used  to  determine  the  value  of  li¬ 
censed  vehicles  is  updated  a  minimum 
of  once  every  six  months.  The  Nation¬ 
al  Automobile  Dealers  Association’s 
(NADA)  Used  Car  Guide  Book  is  a 
commonly  available  and  frequently 
updated  publication.  The  State  agency 
shall  assign  the  blue  book  value  to  ve¬ 
hicles,  unless  a  household  indicates 
that  for  some  reason,  such  as  body 
damage  or  inoperability,  the  vehicle  is 
in  less  than  average  condition.  Any 
household  which  claims  that  the  blue 
book  value  does  not  apply  to  its  vehi¬ 
cle  shall  be  given  the  opportunity  to 
acquire  verification  of  the  true  value 
from  a  reliable  source.  Also,  house¬ 
holds  shall  be  asked  to  acquire  verifi¬ 
cation  of  the  value  of  licensed  antique, 
custom  made,  or  classic  vehicles,  if  the 
State  agency  is  unable  to  make  an  ac¬ 
curate  appraisal. 

(h)  Transfer  of  resources.  (1)  At  the 
time  of  application,  households  shall 
be  asked  to  provide  information  re¬ 
garding  any  resources  which  any 
household  member  has  transferred 
within  the  three  month  period  imme¬ 
diately  preceding  the  date  of  applica¬ 
tion.  Households  which  have  trans¬ 
ferred  resources  knowingly  for  the 
purpose  of  qualifying  or  attempting  to 
qualify  for  food  stamp  benefits  shall 
be  disqualified  from  participation  in 
the  program  for  up  to  one  year  from 
the  date  of  the  discovery  of  the  trans¬ 
fer.  This  disqualification  period  shall 
be  applied  if  the  resources  are  trans¬ 
ferred  knowingly  in  the  three  month 
period  prior  to  application  or  if  they 
are  transferred  knowingly  after  the 
household  is  determined  eligible  for 
benefits.  An  example  of  the  latter 
would  be  assets  which  the  household 


acquires  after  being  certified  for  bene¬ 
fits  and  which  are  then  transferred  to 
prevent  the  household  from  exceeding 
the  maximum  resource  limit. 

(2)  Eligibility  for  the  program  will 
not  be  affected  by  the  following  trans¬ 
fers:  (i)  Resources  which  would  not 
otherwise  affect  eligibility,  for  exam¬ 
ple,  resources  consisting  of  excluded 
personal  property  such  as  furniture  or 
of  money  that,  when  added  to  other 
household  resources,  totalled  less  at 
the  time  of  the  transfer  than  the  al¬ 
lowable  resource  limits:  (ii)  Resources 
which  are  sold  or  traded  at,  or  near, 
fair  market  value;  (iii)  Resources 
which  are  transferred  between  mem¬ 
bers  of  the  same  household;  and  (iv) 
Resources  which  are  transferred  for 
reasons  other  than  qualifying  or  at¬ 
tempting  to  qualify  for  food  stamp 
benefits,  for  example,  a  parent  placing 
funds  into  an  educational  trust  fund 
described  in  paragraph  (e)(9)  of  this 
section. 

(3)  The  length  of  the  disqualifica¬ 
tion  period  shall  be  based  on  the 
amount  by  which  nonexempt  trans¬ 
ferred  resources,  when  added  to  other 
countable  resources,  exceed  the  al¬ 
lowable  resource  limits.  For  example, 
if  a  one  person  household  with  $1,500 
in  a  bank  transferred  ownership  of  a 
car  worth  $5,000,  $250  of  that  transfer 
would  be  considered  because  the  first 
$4,500  of  the  car’s  value  was  exempt 
and  an  additional  $250  of  the  trans¬ 
ferred  asset  was  applied  toward  the 
$1,750  resource  limit.  The  following 
chart  will  be  used  to  determine  the 
period  of  disqualification: 


Amount  In  excess  of  the  Period  of 

resource  limit  disqualification 


0  to  $249 .  1  mo. 

$250  to  $999 .... . . .  3  mo. 

$1,000  to  $2.999 .  6  mo. 

$3,000  to  $4,999 .  9  mo. 

$5,000 .  12  mo. 


(i)  Resources  of  nonhousehold  mem¬ 
bers.  The  resources  of  nonhousehold 
members,  as  provided  in  §  273.1(b), 
shall  not  be  counted  as  available  to 
the  household,  unless  the  member: 

(1)  Is  disqualified  from  the  program, 
in  accordance  with  §273.16  for  fraud; 
or 

(2)  Is  a  student  and  is  disqualified 
from  the  program,  in  accordance  with 
§  273.7(e)(2),  for  failing  to  comply  with 
the  work  registration  requirement 
during  the  school  year. 

§  273.9  Income  and  deductions. 

(a)  Income  eligibility  standards.  Par¬ 
ticipation  in  the  program  shall  be 
limited  to  those  households  whose  in¬ 
comes  are  determined  to  be  a  substan¬ 
tial  limiting  factor  in  permitting  them 
to  obtain  a  more  nutritious  diet. 

(1)  The  income  eligibility  standards 
for  the  Food  Stamp  Program  shall  be 
uniform  for  the  contiguous  48  States, 


the  District  of  Columbia,  Puerto  Rico, 
the  Virgin  Islands,  and  Guam.  The 
income  eligibility  standards  are  de¬ 
rived  from  the  Office  of  Management 
and  Budget  (OMB)  nonfarm  income 
poverty  guidelines  for  the  48  States 
and  the  District  of  Columbia.  The 
income  eligibility  standards  for  Alaska 
and  Hawaii  are  derived  from  separate 
OMB  nonfarm  income  poverty  guide¬ 
lines.  The  annual  income  poverty 
guidelines  shall  be  devided  by  12  to  de¬ 
termine  the  monthly  net  income  eligi¬ 
bility  standards. 

(2)  The  monthly  income  eligibility 
standards  shall  be  adjusted  annually 
on  July  1,  by  multiplying  the  most 
recent  OMB  nonfarm  poverty  income 
guidelines  by  the  change  between  the 
average  Consumer  Price  Index  (CPI) 
for  the  5C  States  and  the  District  of 
Columbia  for  the  preceding  calendar 
year  and  the  CPI  for  March  of  the 
current  year. 

(3)  The  income  eligibility  standards 
for  the  48  States  the  District  of  Co¬ 
lumbia,  Puerto  Rico,  the  Virgin  Is¬ 
lands  and  Guam;  for  Alaska;  and  for 
Hawaii  will  be  published  as  an  appen¬ 
dix  to  this  section. 

(b)  Definition  of  income.  Household 
income  shall  mean  all  income  from 
whatever  source  excluding  only  items 
specified  in  paragraph  (c)  of  this  sec¬ 
tion. 

(1)  Earned  income  shall  include: 

(1)  All  wages  and  salaries  for  services 
performed  as  an  employee.  Assistance 
payments  from  programs  which  re¬ 
quire,  as  a  condition  of  eligibility,  the 
actual  performance  of  work  without 
compensation  other  than  the  assis¬ 
tance  payments  themselves  shall  be 
considered  earned  income  to  the 
extent  that  the  payments  actually 
subsititute  for  wages  or  salaries. 

(ii)  The  total  gross  income  from  a 
self-employment  enterprise,  including 
the  total  gain  from  the  sale  of  any 
capital  goods  or  equipment  related  to 
the  business.  Payments  from  a  roomer 
or  boarder  and  returns  on  rental  prop¬ 
erty  shall  be  considered  self-employ¬ 
ment  income. 

(iii)  Training  allowances  from  voca¬ 
tional  and  rehabilitative  programs  rec¬ 
ognized  by  Federal,  State  or  local  gov¬ 
ernments,  such  as  the  Work  Incentive 
Program,  and  programs  authorized  by 
the  Comprehensive  Employment  and 
Training  Act,  to  the  extent  they  are 
not  a  reimbursement. 

(2)  Unearned  income  shall  include, 
but  not  be  limited  to: 

(i)  Assistance  payments  from  Feder¬ 
al  or  federally  aided  public  assistance 
programs,  such  as  Supplemental  Secu¬ 
rity  Income  (SSI)  or  Aid  to  Families 
with  Dependent  Children  (AFDC), 
general  assistance  (GA)  programs,  or 
other  assistance  programs  based  on 
need  except  as  provided  in  paragraph 
(bXlXi)  of  this  section. 

(ii)  Annuities;  pensions;  retirement, 
veteran’s,  or  disability  benefits;  work- 
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man’s  or  unemployment  compensa¬ 
tion;  old-age,  survivors,  or  social  secu¬ 
rity  benefits;  strike  benefits;  foster 
care  payments  for  children  or  adults. 

(iii)  Support  or  alimony  payments 
made  directly  to  the  household  from 
nonhousehold  members. 

(iv)  Scholarships,  educational 
grants,  fellowships,  deferred  payment 
loans  for  education,  veteran’s  educa¬ 
tional  benefits  and  the  like  in  excess 
of  amounts  excluded  under  §  273.9(c). 

(v)  Payments  from  government- 
sponsored  programs  such  as  Agricul¬ 
tural  Stabilization  and  Conservation 
Service  programs,  dividends,  interest, 
royalties,  and  all  other  direct  money 
payments  from  any  source  whatever 
which  can  be  construed  to  be  a  gain  or 
benefit. 

(3)  The  earned  or  unearned  income 
of  an  individual  disqualified  from  the 
household  for  fraud  in  accordance 
with  §  273.16  or  for  failing  to  comply 
with  the  student  work  registration  re¬ 
quirements  in  §  273.7(b)(7)(i)  shall  con¬ 
tinue  to  be  counted  as  income,  less  the 
pro  rata  share  for  the  individual.  Pro¬ 
cedures  for  calculating  this  pro  rata 
share  are  described  in  §  273.11. 

(4)  Income  shall  not  include  the  fol¬ 
lowing: 

(i)  Monies  withheld  from  an  assis¬ 
tance  payment,  earned  income,  or 
other  income  source,  or  monies  re¬ 
ceived  from  any  income  source  which 
are  voluntarily  or  involuntarily  re¬ 
turned  to  repay  a  prior  overpayment 
received  from  that  income  source,  pro¬ 
vided  that  the  overpayment  was  not 
excludable  under  paragraph  (c)  of  this 
section. 

(ii)  Child  support  payments  received 
by  AFDC  recipients  which  must  be 
transferred  to  the  agency  administer¬ 
ing  Title  IV-D  of  the  Social  Security 
Act  of  1935.  as  amended,  to  maintain 
AFDC  eligibility. 

(c)  Income  exclusions.  Only  the  fol¬ 
lowing  items  shall  be  excluded  from 
household  income  and  no  other 
income  shall  be  disregarded: 

(1)  Any  gain  or  benefit  which  is  not 
in  the  form  of  money  payable  directly 
to  the  household,  including: 

(i)  In-kind  income.  Nonmonetary  or 
in-kind  benefits,  such  as  meals,  cloth¬ 
ing,  public  housing,  or  produce  from  a 
garden. 

(ii)  Vendor  payments.  A  payment 
made  in  money  on  behalf  of  a  house¬ 
hold  shall  be  considered  a  vendor  pay¬ 
ment  whenever  a  person  or  organiza¬ 
tion  outside  of  the  household  uses  its 
own  funds  to  make  a  direct  payment 
to  either  the  household’s  creditors  or 
a  person  or  organization  providing  a 
service  to  the  household.  For  example, 
if  a  relative,  who  is  not  a  household 
member,  pays  the  household’s  rent  di¬ 
rectly  to  the  landlord,  the  payment  is 
considered  a  vendor  payment  and  is 
not  counted  as  income  to  the  house¬ 
hold.  Wages  garnished  by  employers. 


or  money  deducted  or  otherwise  di¬ 
verted  from  a  household’s  public  assis¬ 
tance  grant  by  a  State  for  purposes  of 
managing  the  household’s  expenses 
shall  not  be  considered  a  vendor  pay¬ 
ment,  since  the  person  or  organization 
making  the  payment  is  using  money 
payable  to  the  household  rather  than 
its  own  funds.  Payments  made  directly 
to  the  household  are  counted  as 
income  and  are  not  excluded  as  a 
vendor  payments;  except  that  rent  or 
housing  subsidies  paid  to  a  landlord  by 
the  Housing  and  Urban  Development 
(HUD)  Department  shall  be  consid¬ 
ered  a  vendor  payment  regardless  of 
whether  the  payment  is  made  directly 
to  the  landlord  or  paid  to  the  landlord 
through  the  household. 

(2)  Any  income  in  the  certification 
period  which  is  received  too  infre¬ 
quently  or  irregularly  to  be  reasonably 
anticipated,  but  not  in  excess  of  $30  in 
a  quarter. 

(3)  Educational  loans  on  which  pay¬ 
ment  is  deferred,  grants,  scholarships, 
fellowships,  veterans’  educational 
benefits  and  the  like  to  the  extent 
that  they  are  used  for  tuition  and 
mandatory  school  fees  at  an  institu¬ 
tion  of  higher  education,  a  correspon¬ 
dence  school  or  a  school  for  the  phys¬ 
ically  or  mentally  handicapped.  Man¬ 
datory  fees  are  those  charged  to  all 
students  or  those  charged  to  all  stu¬ 
dents  within  a  certain  curriculum.  For 
example,  uniforms,  lab  fees,  or  equip¬ 
ment  charged  to  all  students  in  order 
to  enroll  in  a  chemistry  course  would 
be  excluded.  However,  transportation, 
supplies  and  text  book  expenses  are 
not  uniformly  charged  to  all  students 
and,  therefore,  would  not  be  excluded 
as  mandatory  fees. 

(4)  All  loans,  including  loans  from 
private  individuals  as  well  as  commer¬ 
cial  institutions,  other  than  education¬ 
al  loans  on  which  repayment  is  de¬ 
ferred. 

(5)  Reimbursements  for  past  or 
future  expenses,  to  the  extent  they  do 
not  exceed  actual  expenses,  and  do  not 
represent  a  gain  or  benefit  to  the 
household.  Reimbursements  for 
normal  household  living  expenses 
such  as  rent  or  mortgage,  personal 
clothing,  or  food  eaten  at  home  are  a 
gain  or  benefit  and,  therefore,  are  not 
excluded.  To  be  excluded,  these  pay¬ 
ments  must  be  provided  specifically 
for  an  identified  expense,  other  than 
normal  living  expenses,  and  used  for 
the  purpose  intended.  When  a  reim¬ 
bursement,  including  a  flat  allowance, 
covers  multiple  expenses,  each  ex¬ 
pense  does  not  have  to  be  separately 
identified  as  long  as  none  of  the  reim¬ 
bursement  covers  normal  living  ex¬ 
penses.  The  amount  by  which  a  reim¬ 
bursement  exceeds  the  actual  incurred 
expense  shall  be  counted  as  income. 
However,  reimbursements  shall  not  be 
considered  to  exceed  actual  expenses, 
unless  the  provider  or  the  household 


indicates  the  amount  is  excessive.  Ex¬ 
amples  of  excludable  reimbursements 
which  are  not  considered  to  be  a  gain 
or  benefit  to  the  household  are: 

(i)  Reimbursements  or  flat 
allowances  for  job  or  training  related 
expenses  such  as  travel,  per  diem,  uni¬ 
forms,  and  transportation  to  and  from 
the  job  or  training  site.  Reimburse¬ 
ments  for  these  expenses  are  excluded; 
however,  these  expenses,  if  not  reim¬ 
bursed.  are  not  otherwise  deductible. 

(ii)  Reimbursements  for  out-of- 
pocket  expenses  of  volunteers  incurred 
in  the  course  of  their  work. 

(iii)  Medical  or  dependent  care  reim¬ 
bursements. 

(iv)  Reimbursements  or  allowances 
to  students  for  specific  education  ex¬ 
penses,  such  as  travel  or  books,  but 
not  allowances  for  living  expenses, 
such  as  food  or  clothing.  Portions  of  a 
general  grant  or  scholarship  must  be 
specifically  earmarked  for  education 
expenses  rather  than  for  living;  ex¬ 
penses  to  be  excludable  as  a  reim¬ 
bursement. 

(v)  Reimbursements  received  by 
households  to  pay  for  services  pro¬ 
vided  by  Title  XX  of  the  Social  Securi¬ 
ty  Act. 

(6)  Monies  received  and  used  for  the 
care  and  maintenance  of  a  third-party 
beneficiary  who  is  not  a  household 
member.  If  the  intended  beneficiaries 
of  a  single  payment  are  both  house¬ 
hold  and  nonhousehold  members,  any 
identifiable  portion  of  the  payment  in¬ 
tended  and  used  for  the  care  and 
maintenance  of  the  nonhousehold 
member  shall  be  excluded.  If  the  non¬ 
household  member’s  portion  cannot  be 
readily  identified,  the  payment  shall 
be  evenly  prorated  among  intended 
beneficiaries  and  the  exclusion  applied 
to  the  nonhousehold  member’s  pro 
rata  share  or  the  amount  actually 
used  for  the  nonhousehold  member's 
care  and  maintenance,  whichever  is 
less. 

(7)  The  earned  income  (as  defined  in 
paragraph  (b)(1)  of  this  section)  of 
children  who  are  members  of  the 
household,  who  are  students  at  least 
half-time,  and  who  have  not  attained 
their  eighteenth  birthday.  The  exclu¬ 
sion  shall  continue  to  apply  during 
temporary  interruptions  in  school  at¬ 
tendance  due  to  semester  or  vacation 
breaks,  provided  the  child’s  enroll¬ 
ment  will  resume  following  the  break. 
If  the  child’s  earnings  or  amount  of 
work  performed  cannot  be  differenti¬ 
ated  from  that  of  other  household 
members,  the  total  earnings  shall  be 
prorated  equally  among  the  working 
members  and  the  child’s  prorata  share 
excluded.  Individuals  are  not  consid¬ 
ered  children  for  purposes  of  this  pro¬ 
vision  if  they  are  emancipated. 

(8)  Money  received  in  the  form  of  a 
nonrecurring  lump  sum  payment,  in¬ 
cluding,  but  not  limited  to,  income  tax 
refunds,  rebates,  or  credits;  retroactive 
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lump-sum  social  security,  SSI,  public 
assistance,  railroad  retirement  bene¬ 
fits  or  other  payment;  or  retroactive 
lump-sum  insurance  settlements. 
These  payments  shall  be  counted  as 
resources  in  the  month  received, 
unless  specifically  excluded  from  con¬ 
sideration  as  a  resource  by  other  Fed¬ 
eral  laws. 

(9)  The  cost  of  producing  self-em¬ 
ployment  income.  The  procedures  for 
computing  the  cost  of  producing  self- 
employment  income  are  described  in 
§273.11. 

(10)  Any  income  that  is  specifically 
excluded  by  any  other  law  from  con¬ 
sideration  as  income  for  the  purpose 
of  determining  eligibility  for  the  Food 
Stamp  Program.  The  following  laws 
provide  such  an  exclusion: 

(i)  Reimbursements  from  the  Uni¬ 
form  Relocation  Assistance  and  Real 
Property  Acquisition  Policy  Act  of 
1970  (Pub.  L.  91-646,  Section  216). 

(11)  Payments  received  under  the 
Alaska  Native  Claims  Settlement  Act 
(Pub.  L.  92-203,  Section  21(a)); 

(iii)  Any  payment  to  volunteers 
under  programs  covered  by  the  Do¬ 
mestic  Volunteer  Services  Act  of  1973 
(Pub.  L.  93-113)  as  amended.  Included 
under  this  Act  are  Title  I  (VISTA), 
Title  II  (RSVP,  Foster  Grandparents, 
and  others)  and  Title  III  (SCORE  and 
ACE). 

(iv)  Income  derived  from  certain  sub¬ 
marginal  land  of  the  United  States 
which  is  held  in  trust  for  certain 
Indian  tribes  (Pub.  L.  94-114,  Section 
6). 

(v)  Payments  from  the  Special  Crisis 
Intervention  Program  (SCIP),  the 
Crisis  Intervention  Program  (CIP)  and 
the  Emergency  Energy  Assistance  Pro¬ 
gram  (EEAP)  administered  by  the 
Community  Services  Administration 
(CSA). 

(vi)  Payments  received  from  the 
Youth  Incentive  Entitlement  Pilot 
Projects,  The  Youth  Community  Con¬ 
servation  and  Improvement  Projects, 
and  the  Youth  Employment  and 
Training  Programs  under  the  Youth 
Employment  and  Demonstration  Pro¬ 
ject  Act  of  1977  (Pub.  L.  95-93),  but 
not  payments  from  the  Young  Adults 
Conservation  Corps  under  that  Act 
nor  any  other  payments  under  the 
Comprehensive  Employment  and 
Training  Act. 

(d)  Income  deductions.  Deductions 
shall  be  allowed  only  for  the  following 
household  expenses: 

(1)  Standard  deduction.  A  standard 
deduction  of  $60'  per  household  per 
month  for  the  48  contiguous  States 
and  the  District  of  Columbia.  The 
standard  deductions  applicable  in 
Alaska,  Hawaii,  Puerto  Rico,  Guam, 
and  the  Virgin  Islands  will  be  pub¬ 
lished  as  an  appendix  to  this  section. 

(2)  Earned  income  deduction. 
Twenty  percent  of  gross  earned 
income  as  defined  in  paragraph  (b)(1) 


of  this  section,  less  earnings  exluded 
in  paragraph  (c)  of  this  section. 

(3)  Dependent  care.  Payments  for 
the  actual  costs  for  the  care  of  a  child 
or  other  dependent  when  necessary 
for  a  household  member  to  accept  or 
continue  employment,  seek  employ¬ 
ment  in  compliance  with  the  job 
search  criteria  (or  an  equivalent  effort 
by  those  not  subject  to  job  search),  or 
attend  training  or  pursue  education 
which  is  preparatory  to  employment. 
This  deduction  shall  not  exceed  $75 1 
in  the  48  contiguous  States  and  the 
District  of  Columbia,  or  an  amount 
that  will  be  specified  in  the  appendix 
to  this  section  for  Alaska,  Hawaii, 
Puerto  Rico,  Guam,  and  the  Virgin  Is¬ 
lands. 

(4)  Shelter  costs.  Monthly  shelter 
costs  in  excess  of  50  percent  of  the 
household’s  income  after  all  other  de¬ 
ductions  in  §  273.9(d)  (1),  (2),  and  (3) 
have  been  allowed.  The  shelter  deduc¬ 
tion  alone,  or  in  combination  with  the 
dependent  care  deduction  in 
§  273.9(d)(3),  shall  not  exceed  $75  in 
the  48  contiguous  States  and  the  Dis¬ 
trict  of  Columbia,  or  an  amount  that 
will  be  specified  in  the  appendix  to 
this  section  for  Alaska,  Hawaii,  Puerto 
Rico,  Guam,  and  the  Virgin  Islands. 
Shelter  costs  shall  include  only  the 
following: 

(i)  Continuing  charges  for  the  shel¬ 
ter  occupied  by  the  household,  includ¬ 
ing  rent,  mortgage,  or  other  continu¬ 
ing  charges  leading  to  the  ownership 
of  the  shelter  such  as  loan  repayments 
for  the  purchase  of  a  mobile  home,  in¬ 
cluding  interest  on  such  payments. 

(ii)  Property  taxes.  State  and  local 
assessments,  and  insurance  on  the 
structure  itself,  but  not  separate  costs 
for  insuring  furniture  or  personal  be¬ 
longings. 

(iii)  Charges  for  heating  and  cooking 
fuel;  cooling  and  electricity;  water  and 
sewer;  garbage  and  trash  collection 
fees;  the  basic  service  fee  for  one  tele¬ 
phone,  including  tax  on  the  basic  fee; 
and  fees  charged  by  the  utility  provid¬ 
er  for  initial  installation  of  the  utility. 
One  time  deposits  shall  not  be  includ¬ 
ed  as  shelter  costs. 

(iv)  The  shelter  costs  for  the  home  if 
not  occupied  by  the  household  be¬ 
cause  of  employment  away  from 
home,  illness  or  abandonment  caused 
by  a  natural  disaster  or  casualty  loss. 
For  costs  of  a  home  vacated  by  the 
household  to  be  included  in  the  house¬ 
hold’s  shelter  costs,  the  household 
must  intend  to  return  to  the  home; 
the  current  occupants  of  the  home,  if 
any,  must  not  be  claiming  the  shelter 


'The  actual  amounts  of  the  standard  de¬ 
duction  and  of  the  limit  on  the  child  care 
and  shelter  deduction  that  will  apply  when 
these  regulations  are  implemented  will  be 
determined  according  to  the  cost  of  living 
adjustments  described  in  this  section  and 
.will  be  published  as  an  appendix  to  these 
regulations. 


costs  for  food  stamp  purposes;  and  the 
home  must  not  be  leased  or  rented 
during  the  absence  of  the  household. 
To  facilitate  certification,  the  house¬ 
hold  may  be  certified  taking  into  ac¬ 
count  the  costs  on  the  unoccupied 
home  pending  verification  of  these 
costs.  However,  verification  must  be 
obtained  prior  to  recertification. 

(5)  Standard  utility  allowances.  The 
State  agency  shall  develop  a  method, 
subject  to  FNS  approval,  for  calculat¬ 
ing  a  standard  utility  allowance  for 
use  in  calculating  shelter  costs  of 
those  households  which  incur  utility 
costs,  other  than  telephone  costs,  sep¬ 
arate  and  apart  from  their  rent  or 
mortgage.  The  household  shall  be  ad¬ 
vised  that  actual  utility  costs  which 
exceed  the  standard  shall  be  deducted 
if  the  household  can  verify  these 
costs.  Households  may  change  be¬ 
tween  actual  utility  costs  and  the  util¬ 
ity  standard  at  any  time.  Households 
shall  be  reminded  on  the  change 
report  form  of  the  right  to  claim 
actual  utility  costs  if  they  exceed  the 
standard  at  any  time.  The  State 
agency  shall  review,  at  least  annually, 
and  adjust  the  utility  standard  as  nec¬ 
essary  to  reflect  changes  in  the  costs 
of  utilities.  State  agencies  may  use 
data  gathered  through  quality  control 
sampling,  surveys  of  utility  company 
rates,  or  another  method  for  establish¬ 
ing  and  updating  the  standard  devel¬ 
oped  by  the  State  and  approved  by 
FNS.  The  amount  of  the  standard 
shall  vary  seasonally  unless  the  State 
agency  can  demonstrate  that  such 
variations  are  not  warranted.  In  addi¬ 
tion,  the  State  agency  may  have  other 
variations  in  its  standard  to  reflect 
other  differences,  such  as  geographi¬ 
cal  variations  or  separate  standards 
for  each  utility. 

(6)  Semiannual  adjustment  of  stan¬ 
dard  deductions.  Effective  July  1, 
1978,  the  standard  deductions  shall  be 
adjusted  on  January  1  and  July  1  to 
the  nearest  $5.  The  adjustment  shall 
reflect  changes  in  the  CPI  for  items 
other  than  food  for  the  six  months 
ending  the  preceding  September  30 
and  March  31,  respectively.  The  semi¬ 
annual  adjustment  shall  be  based  on 
the  previous  half  year’s  unrounded 
number,  and  the  result  of  the  adjust¬ 
ment  rounded  to  the  nearest  $5. 

(7)  Annual  adjustment  of  shelter  de¬ 
duction.  Effective  July  1,  1978,  the 
maximum  limit  on  shelter  and  depen¬ 
dent  care  deductions  shall  be  adjusted 
on  July  1  to  the  nearest  $5.  The  ad¬ 
justment  shall  reflect  changes  in  the 
shelter,  fuel,  and  utilities  components 
of  the  CPI  for  the  12-month  period 
ending  the  preceding  March  31.  The 
annual  adjustment  shall  be  based  on 
the  previous  year’s  unrounded  num¬ 
bers,  and  the  result  rounded  to  the 
nearest  $5. 


FEDERAL  REGISTER,  VOL  43,  NO.  85— TUESDAY,  MAY  2,  1978 


18924 


PROPOSED  RULES 


Appendix  (Reserved) 

§  273.10  Determining  household  eligibility 
and  benefit  levels. 

(a)  Period  of  application.  (1)  The 
period  of  application  for  all  house¬ 
holds  submitting  an  initial  application 
is  the  calendar  month  in  which  the 
household  filed  its  application.  In 
most  cases,  the  month  of  application 
will  be  the  first  month  of  the  house¬ 
hold’s  initial  certification  period.  The 
State  agency  shall  determine  a  house¬ 
hold's  eligibility  and  benefit  level 
during  the  month  of  application  based 
on  the  household’s  circumstances  for 
the  entire  calendar  month,  even  if  the 
household  filed  its  application  on  the 
last  day  of  that  calendar  month. 

(2)  There  is  no  “period  of  applica¬ 
tion”  for  applications  for  recertifica¬ 
tion  filed  during  the  current  certifica¬ 
tion  period.  Eligibility  and  the  basis  of 
issuance  for  recertifications  shall  be 
determined  based  on  circumstances 
anticipated  for  the  calendar  month 
following  the  expiration  of  the  current 
certification  period.  If  an  application 
for  recertification  is  not  received  until 
after  the  current  certification  period 
has  expired,  the  period  of  application 
shall  be  the  month  in  which  the  appli¬ 
cation  was  filed,  as  for  any  initial  ap¬ 
plication. 

(3)  As  a  result  of  anticipated 
changes,  a  household  may  be  eligible 
for  the  month  of  application,  but  ineli¬ 
gible  in  subsequent  months.  The 
household  shall  be  entitled  to  benefits 
for  the  month  of  application  even  if 
the  processing  of  its  application  re¬ 
sults  in  the  benefits  being  issued  in  a 
subsequent  month.  Similarly,  a  house¬ 
hold  may  be  ineligible  for  the  month 
of  application,  but  eligible  in  subse¬ 
quent  months  due  to  anticipated 
changes  in  circumstances.  Even 
though  denied  for  the  month  of  appli¬ 
cation,  the  household  does  not  have  to 
reapply  in  the  subsequent  month.  The 
same  application  shall  be  acted  on 
both  for  the  denial  for  the  month  of 
application  and  the  determination  of 
eligibility  for  subsequent  months, 
within  the  timeliness  standards  in 
§  273.2,  provided  that  benefits  are  not 
issued  prior  to  the  start  of  the  house¬ 
hold’s  certification  period. 

(b)  Determining  resources.  The 
household’s  resources  at  the  time  the 
application  is  filed  shall  be  used  to  de¬ 
termine  whether  or  not  the  house¬ 
hold’s  resources  are  below  the  maxi¬ 
mum  allowable  resources  described  in 
§  273.8. 

(c)  Determining  income.  (1)  Antici¬ 
pating  income,  (i)  For  the  purpose  of 
determining  the  household’s  eligibility 
and  basis  of  issuance,  the  State  agency 
shall  take  into  account  the  income  al¬ 
ready  received  by  the  household 
during  the  certification  period  and  any 
anticipated  income  the  household  and 
the  State  agency  are  reasonably  cer¬ 


tain  will  be  received  during  the  re¬ 
mainder  of  the  certification  period.  If 
the  amount  of  income  that  will  be  re¬ 
ceived,  or  when  it  will  be  received,  is 
uncertain,  that  portion  of  the  house¬ 
hold’s  income  that  is  uncertain  shall 
not  be  counted  by  the  State  agency. 
For  example,  a  household  anticipating 
income  from  a  new  source,  such  as  a 
new  job  or  public  assistance  benefits 
recently  applied  for,  may  be  uncertain 
as  to  the  timing  and  amount  of  the  ini¬ 
tial  payment.  These  monies  shall  not 
be  anticipated  by  the  State  agency 
unless  there  is  reasonable  certainty 
concerning  the  month  in  which  the 
payment  will  be  received  or  in  what 
amount.  Households  are  required  in 
§  273.12  to  report  the  income  when  it 
is  received. 

(ii)  Income  received  during  the  past 
thirty  days  shall  be  used  as  an  indica¬ 
tor  of  anticipated  income.  However, 
past  income  shall  not  be  used  for  any 
month  in  which  a  change  in  income 
has  occurred  or  can  be  anticipated. 

(iii)  As  a  result  of  anticipating 
changes,  the  household’s  allotment  for 
the  month  of  application  may  differ 
from  its  allotment  in  subsequent 
months.  The  State  agency  shall  estab¬ 
lish  a  certification  period  for  the  long¬ 
est  possible  period  over  which  the 
household’s  circumstances  can  be  rea¬ 
sonably  anticipated.  The  household’s 
allotment  shall  vary  month  to  month 
within  the  certification  period  to  re¬ 
flect  changes  anticipated  at  the  time 
of  certification,  unless  the  household 
elects  the  averaging  techniques  in 
paragraphs  (c)(3)  and  (d)(3)  of  this 
section. 

(2)  Income  only  in  month  received. 

(i)  Income  anticipated  during  the  cer¬ 
tification  period  shall  be  counted  as 
income  only  in  the  month  it  is  expect¬ 
ed  to  be  received,  unless  the  income  is 
averaged.  Whenever  a  full  month’s 
income  is  anticipated  but  is  received 
on  a  weekly  or  biweekly  basis,  the 
State  agency  shall  convert  the  income 
to  a  monthly  amount  by  multiplying 
weekly  amounts  by  4.3  and  biweekly 
amounts  by  2.15.  Nonrecurring  lump¬ 
sum  payments  shall  be  counted  as  a 
resource  starting  in  the  month  re¬ 
ceived  and  shall  not  be  counted  as 
income. 

(ii)  Wages  held  at  the  request  of  the 
employee  shall  be  considered  income 
to  the  household  in  the  month  the 
wages  would  otherwise  have  been  paid 
by  the  employer.  However,  wages  held 
by  the  employer  as  a  general  practice, 
even  if  in  violation  of  law,  shall  not  be 
counted  as  income  to  the  household, 
unless  the  household  anticipates  that 
it  will  ask  for  and  receive  an  advance, 
or  the  household  anticipates  that  it 
will  receive  income  from  previously 
held  wages.  Advances  on  wages  shall 
only  count  as  income  if  reasonably  an¬ 
ticipated  as  defined  in  paragraph 
(c)(1)  of  this  section. 


(3)  Income  averaging,  (i)  Households 
may  elect  to  have  income  averaged  if 
the  difference  between  the  anticipated 
highest  and  lowest  amounts  during 
the  certification  period  is  $50  a  month 
or  less. 

(ii)  Households  that  derive  their 
annual  income  in  a  period  of  time 
shorter  than  one  year  shall  have  that 
income  averaged  over  a  12-month 
period,  provided  the  income  is  not  re¬ 
ceived  on  an  hourly  or  piecework 
basis.  These  households  may  include 
school  employees,  share  croppers, 
farmers,  and  other  self-employed 
households.  However,  these  provisions 
do  not  apply  to  migrant  or  seasonal 
farm  workers.  The  procedures  for 
averaging  self-employed  income  are 
described  in  §  273.11. 

(iii)  Households  receiving  scholar¬ 
ships,  deferred  educational  loans,  or 
other  educational  grants  shall  have 
such  income,  after  exclusions,  aver¬ 
aged  over  the  period  for  which  it  was 
provided. 

(d)  Determining  deductions.  Deduct¬ 
ible  expenses  include  only  certain 
costs  of  dependent  care  and  shelter  as 
described  in  §  273.9. 

(1)  Disallowed  expenses,  (i)  An  ex¬ 
pense  covered  by  an  excluded  reim¬ 
bursement  or  vendor  payment  shall 
not  be  deductible.  For  example,  the 
portion  of  rent  covered  by  excluded 
vendor  payments  shall  not  be  calculat¬ 
ed  as  part  of  the  household’s  shelter 
cost. 

(ii)  Expenses  shall  only  be  deduct¬ 
ible  if  the  serv  ice  is  provided  by  some¬ 
one  outside  of  the  household  and  the 
household  does  not  provide  compensa¬ 
tion  for  the  service  through  an  in-kind 
benefit.  For  example,  a  dependent 
care  deduction  shall  not  be  allowed  if 
another  household  member  provides 
the  care,  or  compensation  for  the  care 
is  provided  in  the  form  of  an  in-kind 
benefit,  such  as  food. 

(2)  Billed  expenses.  Except  as  pro¬ 
vided  in  paragraph  (d)(3)  of  this  sec¬ 
tion,  a  deduction  shall  be  allowed  only 
in  the  month  the  expense  is  billed  or 
otherwise  becomes  due,  regardless  of 
when  the  household  intends  to  pay 
the  expense.  For  example,  rent  which 
is  due  each  month  shall  be  included  in 
the  household’s  shelter  costs,  even  if 
the  household  has  not  yet  paid  the  ex¬ 
pense.  Amounts  carried  forward  from 
past  billing  periods  are  not  deductible, 
even  if  included  with  the  most  recent 
billing  and  actually  paid  by  the  house¬ 
hold.  In  any  event,  a  particular  ex¬ 
pense  may  only  be  deducted  once. 

(3)  Averaging  expenses.  Households 
may  elect  to  have  an  expense  averaged 
if  the  anticipated  difference  between 
the  highest  and  lowest  amounts 
during  the  certification  period  is  $25  a 
month  or  less.  Households  may  elect 
to  have  expenses  which  are  billed  less 
often  than  monthly  averaged  forward 
over  the  interval  between  scheduled 
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billings,  or,  if  there  is  no  scheduled  in¬ 
terval,  averaged  forward  over  the 
period  the  expense  is  intended  to 
cover.  For  example,  if  a  household  re¬ 
ceives  a  single  bill  in  February  which 
covers  a  three-month  supply  of  fuel 
oil,  the  bill  may  be  averaged  over  Feb¬ 
ruary,  March,  and  April.  The  house¬ 
hold  may  elect  to  have  one-time  only 
expenses  averaged  over  the  entire  cer¬ 
tification  period  in  which  they  are 
billed. 

(4)  Anticipating  expenses.  The  State 
agency  shall  calculate  a  household’s 
expenses  based  on  the  expenses  the 
household  expects  to  be  billed  for 
during  the  certification  period.  Antici¬ 
pation  of  the  expense  shall  be  based 
on  the  most  recent  month’s  bills, 
unless  the  household  is  reasonably 
certain  a  change  will  occur.  When  the 
household  is  not  claiming  the  utility 
standard,  the  State  agency  may  antici¬ 
pate  changes  during  the  certification 
period  based  on  last  year’s  bills  from 
the  same  period  updated  by  overall 
price  increases;  or,  if  only  the  most 
recent  bill  is  available,  utility  cost  in¬ 
creases  or  decreases  over  the  months 
of  the  certification  period  may  be 
based  on  utility  company  estimates  for 
the  type  of  dwelling  and  utilities  used 
by  the  household.  The  State  agency 
shall  not  average  past  expenses,  such 
as  utility  bills  for  the  last  several 
months,  as  a  method  of  anticipating 
utility  costs  for  the  certification 
period. 

(e)  Calculating  net  income  and  bene¬ 
fit  levels.  (1)  Net  monthly  income,  (i) 
To  determine  a  household’s  net 
monthly  income,  the  State  agency 
shall: 

(A)  Add  the  gross  monthly  income 
earned  by  all  household  members 
minus  earned  income  exclusions,  to  de¬ 
termine  the  household’s  total  gross 
earned  income. 

(B)  Multiply  the  total  gross  earned 
income  by  20  percent  and  subtract 
that  amount  to  determine  the  net 
monthly  earned  income  (or  multiply 
the  total  gross  earned  income  by  80 
percent). 

(C)  Add  to  net  monthly  earned 
income  the  total  monthly  unearned 
income  of  all  household  members, 
minus  income  exclusions. 

(D)  Subtract  the  standard  deduction. 

(E)  Subtract  monthly  dependent 
care  expenses,  if  any,  up  to  the  maxi¬ 
mum  amount  allowed  for  the  area  (see 
appendix  to  §  273.9).  If  dependent  care 
costs  equal  or  exceed  the  maximum 
amount  allowed,  the  household’s  net 
monthly  income  has  been  determined. 
If  not,  the  household’s  adjusted 
income  has  been  determined  and  shall 
be  used  to  compute  excess  shelter  ex¬ 
penses  in  subparagraph  (F)  of  this  sec¬ 
tion. 

(F)  Total  the  allowable  shelter  ex¬ 
penses  to  determine  shelter  costs.  Sub¬ 
tract  from  total  shelter  costs  50  per¬ 


cent  of  the  adjusted  income  (the 
household’s  monthly  income  after  all 
the  above  deductions  have  been  sub¬ 
tracted).  The  remaining  amount,  if 
any,  is  the  excess  shelter  cost.  If  there 
is  no  excess  shelter  cost,  the  net 
monthly  income  has  been  determined. 
If  there  is  excess  shelter  cost,  compute 
the  shelter  deduction  in  subparagraph 

(G)  of  this  section. 

(G)  Subtract  from  the  adjusted 
income  in  subparagraph  (E)  of  this 
section  the  excess  shelter  cost  up  to 
the  maximum  amount  allowed  for  the 
area.  The  maximum  amount  allowed 
for  shelter  is  the  maximum  used  in 
subparagraph  (E)  of  this  section, 
minus  the  amount  of  dependent  care 
expenses,  if  any.  The  household’s  net 
monthly  income  has  been  determined. 

(ii)  In  calculating  net  monthly 
income,  the  amounts  shall  be  rounded 
down  to  whole  dollar  amounts  by 
dropping  all  cents.  Such  rounding 
shall  occur  before  and  after  each  cal¬ 
culation,  except  for  the  computation 
of  shelter  costs.  For  example,  any 
cents  in  gross  weekly  earnings  shall  be 
dropped  prior  to  the  application  of  the 
weekly  conversion  factor.  Any  cents 
resulting  from  that  multiplication 
shall  then  be  dropped  prior  to  the 
computation  of  the  20  percent  earned 
income  deduction.  The  cents  shall  be 
dropped  from  this  deduction  prior  to 
being  subtracted  from  earned  income. 
However,  because  these  procedures 
could  result  in  a  signficant  decrease  in 
the  shelter  expenses  the  household 
may  be  entitled  to  use  in  determining 
excess  shelter  cost,  the  individual  costs 
used  in  paragraph  (e)(l)(i)(F)  of  this 
section  shall  be  computed  using  exact 
dollars  and  cents.  The  cents  will  be 
dropped  from  the  total  shelter  costs 
prior  to  determining  the  shelter  de¬ 
duction  for  the  household’s  net 
monthly  income. 

(2)  Eligibility  and  benefits,  (i) 
Except  for  households  considered  des¬ 
titute  in  paragraph  (e)(3)  of  this  sec¬ 
tion  the  household’s  net  monthly 
income  as  calculated  in  paragraph 
(e)(1)  of  this  section  shall  be  compared 
to  the  monthly  Income  eligibility  stan¬ 
dards  for  the  appropriate  household 
size  to  determine  eligibility  for  the 
month. 

(ii)  The  household’s  monthly  allot¬ 
ment  shall  be  equal  to  the  Thrifty 
Food  Plan  for  the  household’s  size  re¬ 
duced  by  30  percent  of  the  household’s 
net  monthly  income  as  calculated  in 
paragraph  (e)(1)  of  this  section.  After 
multiplying  the  net  income  by  30  per¬ 
cent,  the  result  shall  be  rounded  by 
dropping  all  cents  prior  to  subtracting 
that  amount  from  the  Thrifty  Food 
Plan.  All  eligible  one  and  two  person 
households  shall  receive  a  minimum 
monthly  allotment  of  $10. 

(3)  Elibility  and  benefits  for  desti¬ 
tute  households.  A  special  eligibility 
and  benefit  determination  shall  be 


used  for  households  which  anticipate 
income  from  a  new  source  later  in  the 
month,  but  which  do  not  have  any 
income  available  for  their  current  food 
needs.  Households  which  anticipate 
income  from  a  new  job  or  are  awaiting 
benefits  from  public  assistance,  unem¬ 
ployment  compensation,  social  securi¬ 
ty,  SSI,  or  the  like  may  be  totally 
without  income  for  one  to  three  weeks 
before  the  new  income  begins.  If  these 
households  are  destitute,  as  defined  in 
paragraph  (e)(3)(i)  of  this  section,  the 
new  income  will  be  anticipated,  but  it 
will  not  be  used  to  deny  or  reduce 
benefits  for  the  period  of  the  month 
prior  to  the  anticipated  receipt  of  the 
new  income. 

(i)  To  determine  if  a  household  is  to 
receive  the  special  eligibility  and  bene¬ 
fit  determination,  the  State  agency 
shall  use  the  following  procedures: 

(A)  The  month  is  divided  into  four 
quarters  and  the  quarters  arranged 
into  two  accounting  periods  to  identify 
that  portion  of  the  month  in  which 
the  household  is  without  income.  The 
quarters  of  the  month  are  lst-7th; 
8th-15th;  16th-22nd;  23rd  to  the  end 
of  the  month.  The  first  accounting 
period  shall  contain  the  one,  two  or 
three  quarters  prior  to  the  quarter  in 
which  the  new  income  is  received.  The 
second  accounting  period  shall  contain 
the  quarter  in  which  the  new  income 
is  first  received  and  all  subsequent 
quarters  in  the  month.  For  example,  if 
the  new  income  is  not  anticipated 
until  the  20th  (which  falls  in  the  third 
quarter),  each  accounting  period  will 
contain  two  quarters.  If  the  income  is 
not  anticipated  until  the  25th  (which 
is  in  the  fourth  quarter),  the  first  ac¬ 
counting  period  will  contain  three 
quarters,  and  the  second  accounting 
period  will  contain  the  one  quarter  re¬ 
maining  in  the  month. 

(B)  A  household  will  be  considered 
destitute  and  eligible  for  the  special 
procedures  if  its  only  income  in  the 
month  is  from  a  new  source  and  that 
income  will  be  received  after  the  quar¬ 
ter  in  which  the  application  is  filed. 
Income  shall  be  considered  from  a  new 
source  if  it  was  not  received  from  that 
source  in  the  preceding  30  days.  How¬ 
ever,  if  the  income  is  normally  re¬ 
ceived  less  often  than  monthly,  the 
normal  interval  between  payments 
shall  be  subsituted  for  the  preceding 
30  days  to  determine  if  the  income  is 
from  a  new  source. 

(C)  If  otherwise  eligible,  households 
determined  to  be  destitute  shall  have 
their  applications  processed  on  an  ex¬ 
pedited  basis  and  their  benefits  calcu¬ 
lated  in  accordance  with  paragraph 
(e)(3)(ii)  of  this  section. 

(ii)  Destitute  household  shall  have 
their  benefits  calculated  as  follows: 

(A)  The  Thrifty  Food  Plan  shall  be 
divided  between  accounting  periods 
based  on  the  number  of  quarters  in 
each  period.  If  income  is  anticipated 
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for  the  second  quarter,  one-fourth  of 
the  Thrifty  Pood  Plan  will  be  assigned 
to  the  first  accounting  period  and  the 
remaining  three  quarters  to  the 
second  period.  If  income  is  anticipated 
in  the  third  quarter,  one-half  of  the 
Thrifty  Pood  Plan  will  be  assigned  to 
each  accounting  period.  If  income  is 
not  anticipated  until  the  final  quarter, 
three-quarters  of  the  Thrifty  Food 
Plan  will  be  assigned  to  the  first  ac¬ 
counting  period  and  one  fourth  to  the 
second. 

(B)  The  household’s  net  monthly 
income  shall  be  calculated  in  accor¬ 
dance  with  prargraph  (e)(1)  of  this 
section  as  for  any  other  household. 
The  household’s  net  monthly  income 
shall  be  multiplied  by  30  percent  and 
the  result  rounded  as  in  paragraph 
(e)(l)(ii)  of  this  paragraph. 

(C)  If  30  percent  of  the  household’s 
net  monthly  income  is  less  than  or 
equal  to  the  portion  of  the  Thrifty 
Food  Plan  assigned  to  the  second  ac¬ 
counting  period  in  paragraph 
(e)(3)(ii)(A)  of  this  section,  the  house¬ 
hold's  benefits  shall  be  calculated  for 
the  whole  month  as  for  any  other 
household.  Because  their  monthly 
income  is  so  low,  the  normal  proce¬ 
dures  will  result  in  the  same  allotment 
as  the  special  benefit  calculation. 

(D)  If  30  percent  of  the  household’s 
net  monthly  income  exceeds  the  por¬ 
tion  of  the  Thrifty  Food  Plan  assigned 
to  the  second  accounting  period,  the 
household  shall  receive  only  the 
amount  of  the  Thrifty  Food  Plan  as¬ 
signed  to  the  first  accounting  period. 
Even  if  the  household's  net  monthly 
income  exceeds  the  monthly  income 
eligibility  standard,  destitute  house¬ 
holds  shall  receive  the  portion  of  the 
Thrifty  Food  Plan  assigned  to  the  first 
accounting  period,  since  the  household 
has  no  income  in  this  period. 

(iii)  The  above  procedures  shall 
apply  not  only  for  initial  applications, 
but  for  any  month  during  the  certifi¬ 
cation  period  or  at  recertification  if 
the  only  income  anticipated  for  that 
month  is  from  a  new  source.  To  be  eli¬ 
gible  for  the  special  procedures  during 
the  certification  period  or  at  recertifi¬ 
cation,  the  only  income  in  the  month 
must  be  from  a  new  source  as  defined 
in  paragraph  (e)(3)(i)(B)  of  this  sec¬ 
tion,  and  must  be  anticipated  after  the 
quarter  in  which  the  household’s  ATP 
or  coupon  allotment  is  normally  re¬ 
ceived. 

(iv)  A  household  eligible  for  any  por¬ 
tion  of  the  month  under  these  special 
procedures  shall  be  considered  eligible 
for  the  whole  month  for  reporting  and 
notice  purposes. 

(4)  Thrifty  Food  Plan,  (i)  Level  of  the 
thrifty  Food  Plan.  The  Thrifty  Food 
Plan  shall  be  uniform  by  household 
size  throughout  the  48  contiguous 
States  and  the  District  of  Columbia. 
The  Thrifty  Food  Plans  for  Alaska 
and  Hawaii  shall  be  the  Thrifty  Food 


Plan  for  the  48  States  adjusted  by  the 
price  of  food  in  Alaska  and  Hawaii. 
The  Thrifty  Food  Plans  for  Guam, 
Puerto  Rico,  and  the  Virgin  Islands 
shall  be  adjusted  by  the  cost  of  food  in 
those  areas  provided  that  the  costs  of 
these  plans  shall  not  exceed  the  cost 
of  the  Thrifty  Food  Plan  for  the  50 
States.  The  Thrifty  Food  Plan  in  each 
area  will  be  provided  in  the  appendix 
of  this  subchapter. 

(ii)  Semiannual  adjustment.  The 
Thrifty  Food  Plan  shall  be  adjusted 
semiannually  to  reflect  changes  in  the 
price  of  food.  The  semiannual  adjust¬ 
ments  shall  be  rounded  to  the  nearest 
whole  dollar.  The  semiannual  adjust¬ 
ments  shall  occur  on  July  1  based  on 
the  change  in  the  price  of  the  Thrifty 
Food  Plan  over  a  six-month  period 
ending  the  preceding  March  31;  and 
on  January  1  based  on  the  change  in  a 
six-month  period  ending  the  preceding 
September  30. 

(f)  Certification  periods.  The  State 
agency  shall  establish  definite  periods 
of  time  within  which  households  shall 
be  eligible  to  receive  benefits.  At  the 
expiration  of  each  certification  period, 
entitlement  to  food  stamp  benefits 
ends.  Further  eligibility  shall  be  estab¬ 
lished  only  upon  a  recertification 
based  upon  a  newly  completed  applica¬ 
tion,  an  interview,  and  such  verifica¬ 
tion  as  required  by  §  273.2(f).  Under  no 
circumstances  shall  benefits  be  contin¬ 
ued  beyond  the  end  of  a  certification 
period  without  a  new  determination  of 
eligibility. 

(1)  Certification  periods  shall  con¬ 
form  a§  much  as  possible  to  calendar 
months.  The  month  of  application 
shall  be  the  first  month  in  the  certifi¬ 
cation  period  of  initial  applicants;  for 
example,  if  a  household  submits  an  ap¬ 
plication  in  January  and  the  applica¬ 
tion  is  not  processed  until  February,  a 
six-month  certification  period  would 
include  January  through  June.  Upon 
recertification,  the  certification  period 
will  begin  with  the  month  following 
the  last  month  of  the  previous  certifi¬ 
cation  period. 

(2)  Households  in  which  all  members 
are  included  in  a  PA  or  GA  grant  and 
which  are  eligible  for  joint  application 
procedures,  as  described  in  §  273. 2(k), 
shall  be  assigned  certification  periods 
which  coincide  with  the  period  of  the 
review  for  the  assistance  grant.  In  no 
event  shall  such  certification  periods 
exceed  one  year.  Recertifications  shall 
be  scheduled  to  enable  households  to 
be  recertified  when  their  eligibility  for 
PA/GA  is  reviewed.  State  agencies 
which  accomplish  PA/GA  reviews  in  a 
timely  fashion  may  routinely  assign 
definite  certification  periods  to  expire 
the  month  after  the  PA/GA  review. 
State  agencies  which,  due  to  staffing 
problems  or  other  difficulties,  are 
unable  to  accurately  predict  the 
month  of  each  PA/GA  review  may 
assign  undetermined  certification  peri¬ 


ods  which  do  not  exceed  one  year  in 
length.  However,  a  recertification 
shall  be  accomplished  simultaneously 
with  the  PA/GA  review.  All  State 
agencies  shall  advise  PA/GA  house¬ 
holds  of  the  length  of  the  certification 
period  as  required  by  paragraph 
(gXlXi)  of  this  section,  and  of  the  ex¬ 
piration  of  the  certification  period  as 
required  by  §  273.14(b). 

(3)  Other  households  shall  be  as¬ 
signed  the  longest  certification  periods 
possible  based  on  the  predictability  of 
the  household’s  circumstances.  House¬ 
holds  shall  be  certified  for  three 
months,  except  as  follows: 

(i)  Households  eligible  for  a  certifi¬ 
cation  period  of  three  months  or  less 
shall,  at  the  time  of  certification,  have 
their  certification  periods  increased  by 
one  month,  if  the  certification  process 
is  completed  after  the  15th  day  of  the 
month  of  application  and  the  house¬ 
hold’s  circumstances  warrant  the 
longer  certification  period.  For  exam¬ 
ple,  if  a  household  which  is  eligible  for 
a  three-month  certification  period 
makes  application  in  June  and  is  not 
certified  until  late  June  or  early  July, 
the  certification  period  would  include 
June  through  September. 

(ii)  Households  containing  one  or 
more  persons  subject  to  a  lockout  or 
on  strike  from  their  place  of  employ¬ 
ment  shall  not  be  certified  for  periods 
of  more  than  one  month,  if  the  house¬ 
hold  is  certified  before  the  15th  day  of 
the  month  of  application;  otherwise, 
the  maximum  certification  period 
shall  be  for  two  months  unless  the 
State  agency  wishes  to  assign  a  longer 
certification  period  and  the  household 
signs  a  waiver  of  notice  of  adverse 
action,  as  specified  in  §  273.13(b)(9). 

(iii)  Households  may  be  certified  for 
one  or  two  months  as  appropriate 
when  the  household  cannot  reason¬ 
ably  predict  what  its  circumstances 
will  be  in  the  near  future,  or  when 
there  is  a  substantial  likelihood  of  fre¬ 
quent  and  significant  changes  in 
income  or  household  status;  for  exam¬ 
ple,  day  laborers  and  migrant  workers 
during  the  work  season  when  income 
is  uncertain  and  subject  to  extreme 
fluctuations  due  to  the  availability  of 
employment  or  due  to  bad  weather 
and  other  circumstances. 

(iv)  Households  may  be  certified  for 
up  to  six  months  if  there  is  little  likeli¬ 
hood  of  changes  in  income  and  house¬ 
hold  status;  for  example,  households 
with  a  stable  income  record  and  for 
which  major  changes  in  income,  de¬ 
ductions  or  composition  are  not  antici¬ 
pated. 

(v)  Households  consisting  entirely  of 
unemployable  or  elderly  persons  with 
very  stable  income  may  be  certified  for 
up  to  12  months  provided  other  house¬ 
hold  circumstances  are  expected  to 
remain  stable;  for  example,  social  se¬ 
curity  recipients,  SSI  recipients  and 
persons  who  receive  pensions  or  dis¬ 
ability  payments. 
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(vi)  Households  whose  primary 
source  of  income  is  from  self-employ¬ 
ment  (including  self-employed  farm¬ 
ers)  or  from  regular  farm  employment 
with  the  same  employer  may  be  certi¬ 
fied  for  up  to  12  months,  provided 
income  can  be  readily  predicted  and 
household  circumstances  are  not  likely 
to  change.  Annual  certification  peri¬ 
ods  may  be  assigned  to  farm  workers 
who  are  provided  their  annual  salaries 
on  a  scheduled  monthly  basis  which 
does  not  change  as  the  amount  of 
work  changes. 

(g)  Certification  notices  to  house¬ 
holds.  (1)  Initial  applications.  State 
agencies  shall  provide  applicants  with 
one  of  the  following  written  notices  as 
soon  as  a  determination  is  made,  but 
no  later  than  30  days  after  the  date  of 
the  initial  application: 

(i)  Notice  of  eligibility.  (A)  If  an  ap¬ 
plication  is  approved,  the  State  agency 
shall  provide  the  household  with  writ¬ 
ten  notice  of  the  amount  of  the  allot¬ 
ment  and  the  beginning  and  ending 
dates  of  the  certification  period.  The 
household  shall  also  be  advised  of 
variations  in  the  benefit  level  based  on 
changes  anticipated  at  the  time  of  cer¬ 
tification.  If  the  initial  allotment  con¬ 
tains  benefits  for  both  the  month  of 
application  and  the  current  month’s 
benefits,  the  notice  shall  explain  that 
the  initial  allotment  includes  more 
than  one  month’s  benefits,  and  shall 
indicate  the  allotment  amount  for  the 
remainder  of  the  certification  period. 
The  notice  shall  also  advise  the  house¬ 
hold  of  its  right  to  a  fair  hearing  and 
of  the  name  and  telephone  number  of 
the  person  to  contact  for  additional  in¬ 
formation.  If  there  is  an  individual  or 
organization  available  that  provides 
free  legal  representation,  the  notice 
shall  also  advise  the  household  of  the 
availability  of  the  services.  The  State 
agency  may  also  include  in  the  notice 
a  reminder  of  the  household’s  obliga¬ 
tion  to  report  changes  in  circum¬ 
stances  and  of  the  need  to  reapply  for 
continued  participation  at  the  end  of 
the  certification  period.  Other  infor¬ 
mation  which  would  be  useful  to  the 
household  may  also  be  included. 

(B)  State  agencies  that  do  not  assign 
definite  certification  periods  to  PA  or 
GA  households,  as  provided  in  para¬ 
graph  (f)(2)  of  this  section,  will  not  be 
required  to  provde  those  households 
with  an  exact  expiration  date  for  the 
certification  period.  Instead,  the 
notice  shall  state  that  the  certification 
period  will  expire  the  month  after  the 
next  review  for  the  assistance  grant  or 
in  one  year,  whichever  comes  first. 

(C)  In  cases  where  a  household's  ap¬ 
plication  is  approved  on  an  expedited 
basis  without  verification,  as  provided 
in  §  273.2(i)(4)(iv),  and  the  application 
indicates  the  household  is  eligible  in 
subsequent  months,  the  notice  shall 
explain  that  if  the  household  provides 
verification  within  30  days  of  the  date 


the  application  was  filed,  the  house¬ 
hold  will  not  have  to  reapply  at  the 
end  of  its  certification  period  and  will 
not  receive  an  interruption  of  benefits. 

(D)  For  households  provided  a 
notice  of  expiration  at  the  time  of  cer¬ 
tification,  as  required  in  §  273.14(b), 
the  notice  of  eligibility  may  be  com¬ 
bined  with  the  notice  of  expiration  or 
separate  notices  may  be  sent. 

(ii)  Notice  of  denial.  If  the  applica¬ 
tion  is  denied,  the  State  agency  shall 
provide  the  household  with  written 
notice  explaining  the  basis  for  the 
denial,  the  household’s  right  to  re¬ 
quest  a  fair  hearing,  and  the  name  and 
telephone  number  of  the  person  to 
contact  for  additional  information.  If 
there  is  an  individual  or  organization 
available  that  provides  free  legal  rep¬ 
resentation,  the  notice  shall  also 
advise  the  household  of  the  availabil¬ 
ity  of  the  service.  In  cases  where  the 
denial  was  caused  by  the  household’s 
failure  to  take  action  to  complete  the 
application  process,  as  provided  in 
§  273.2(hXl),  the  notice  of  denial  shall 
also  explain:  the  action  that  the 
household  must  take  to  reactivate  the 
application;  that  the  case  will  be  re¬ 
opened  without  a  new  application  if 
action  is  taken  within  30  days  of  the 
date  the  notice  of  denial  was  mailed; 
and  that  the  household  must  submit  a 
new  application  if,  at  the  end  of  the 
30-day  period,  the  household  has  not 
taken  the  needed  action  and  wishes  to 
participate  in  the  program. 

(iii)  Notice  of  pending  statxis.  If  the 
application  is  to  be  held  pending  be¬ 
cause  some  action  by  the  State  is  nec¬ 
essary  to  complete  the  application  pro¬ 
cess,  as  specified  in  §  273.2(h)(2),  the 
State  agency  shall  provide  the  house¬ 
hold  with  a  written  notice  which  in¬ 
forms  the  household  that  its  applica¬ 
tion  has  not  been  completed  and  is 
being  processed.*  If  some  action  by  the 
household  is  also  needed  to  complete 
the  application  process,  the  notice 
shall  also  explain  what  action  the 
household  must  take  and  that  its  ap¬ 
plication  will  be  denied  if  the  house¬ 
hold  fails  to  take  the  required  action 
within  60  days  of  the  date  the  applica¬ 
tion  was  filed. 

(2)  Applications  for  recertification. 
The  State  agency  shall  provide  house¬ 
holds  that  have  filed  an  application  by 
the  15th  of  the  last  month  of  their 
certification  period  with  either  a 
notice  of  eligibility  or  a  notice  of 
denial  by  the  end  of  the  current  certi¬ 
fication  period.  The  St  ate  agency  shall 
provide  households  that  have  received 
a  notice  of  expiration  at  the  time  of 
certification  and  have  timely  reapplied 
with  either  a  notice  of  eligibility  or  a 
notice  of  denial  not  later  than  30  days 
after  the  date  the  household  had  an 
opportunity  to  obtain  its  last  allot¬ 
ment. 

(3)  Identification  ( ID )  cards,  (i)  The 
State  agency  shall  issue  a  serially 


numbered  ID  card  to  each  certified 
household  as  proof  of  program  eligibil¬ 
ity.  The  ID  card  shall  be  issued  in  the 
name  of  the  household  member  to 
whom  the  ATP  is  issued.  That  house¬ 
hold  member  and  any  authorized  rep¬ 
resentatives  shall  sign  the  ID  card 
prior  to  using  it. 

(A)  The  State  agency  shall  limit  is¬ 
suance  of  ID  cards  to  the  time  of  ini¬ 
tial  certification  with  replacements 
made  only  in  instances  of  loss,  mutila¬ 
tion,  destruction,  or  changes  in  per¬ 
sons  authorized  to  obtain  or  use  cou¬ 
pons. 

(B)  The  State  agency  shall  place  an 
expiration  date  only  on  those  ID’s 
issued  to  households  that  have  been 
certified  for  delivered  meals  for  a  tem¬ 
porary  period. 

(ii)  ID  cards  delivered  to  households 
by  mail  shall  not  be  mailed  in  the 
same  envelope  with  an  ATP  or  cou¬ 
pons. 

(iii)  If  the  household  does  not  name 
an  authorized  representative,  the 
State  agency  shall  indicate  on  the  ID 
card  that  no  designation  was  made. 

(iv)  Specially  marked  ID  cards  shall 
be  issued  as  follows: 

(A)  Any  household  eligible  for  and 
interested  in  using  delivered  meal  ser¬ 
vices  shall  receive  an  ID  card  marked 
with  the  letter  “M”. 

(B)  Any  household  residing  in  a 
remote  section  of  Alaska  which  has 
been  determined  by  FNS  to  be  an  area 
in  which  food  coupons  may  be  used  to 
purchase  hunting  and  fishing  equip¬ 
ment  shall  receive  an  ID  card  marked 
with  the  letters  ‘  HF”. 

(v)  Upon  household  consent,  the 
State  agency  may  use  photo  ID’s  to  fa¬ 
cilitate  identification  of  program  par¬ 
ticipants,  except  that  the  State  agency 
shall  not  deny  benefits  because  house¬ 
hold  members  are  unable  or  refuse  to 
be  photographed. 

§273.11  Certifying  households  with  spe¬ 
cial  income  circumstances. 

(a)  Self -employment  income.  The 
procedures  for  handling  income  re¬ 
ceived  from  boarders  by  a  household 
that  does  not  own  and  operate  a  com¬ 
mercial  boarding  house  are  described 
in  paragraph  (b)  of  this  section.  For 
all  other  households  receiving  self-em¬ 
ployment  income,  including  those 
households  that  cwn  and  operate  a 
commercial  boarding  house,  the  State 
agency  shall  calculate  the  self-employ¬ 
ment  income  as  follows: 

(1)  Annualizing  self-employment 
income,  (i)  Self-employment  income 
which  represents  a  household’s  annual 
support  shall  be  annualized  over  a  12- 
month  period,  even  if  the  income  is  re¬ 
ceived  in  only  a  short  period  of  time. 
For  example,  self-employment  income 
received  by  farmers  shall  be  averaged 
over  a  12-month  period,  if  the  income 
represents  the  farmer’s  annual  sup¬ 
port.  This  self-employment  income 
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shall  be  annualized  even  if  the  house¬ 
hold  receives  income  from  other 
sources  in  addition  to  self-employ¬ 
ment. 

Cii)  Self-employment  income  which 
is  received  on  a  monthly  basis  but 
which  represents  a  household’s  annual 
support  shall  normally  be  averaged 
over  a  12-month  period.  If  however, 
the  averaged  amount  does  not  accu¬ 
rately  reflect  the  household’s  actual 
monthly  circumstances  because  the 
household  has  experienced  a  substan¬ 
tial  increase  or  decrease  in  business, 
the  State  agency  shall  calculate  the 
self-employment  income  based  on  an¬ 
ticipated  earnings. 

(iii)  Self-employment  income  which 
represents  only  part  of  a  household’s 
annual  support  shall  be  averaged  over 
the  period  of  time  the  income  is  in¬ 
tended  to  cover.  For  example,  self-em¬ 
ployed  vendors  who  work  only  in  the 
summer  and  supplement  their  income 
from  other  sources  during  the  balance 
of  the  year  shall  have  their  self-em¬ 
ployment  income  averaged  over  the 
summer  months  rather  than  a  12- 
month  period. 

(iv)  If  a  household’s  self-employ¬ 
ment  enterprise  has  been  in  existence 
for  less  than  a  year,  the  income  from 
that  self-employment  enterprise  shall 
be  averaged  over  the  period  of  time 
the  business  has  been  in  operation, 
and  the  monthly  amount  projected  for 
the  coming  year.  However,  if  the  busi¬ 
ness  has  been  in  operation  for  such  a 
short  time  that  there  is  insufficient 
data  to  make  a  reasonable  projection, 
the  household  may  be  certified  for  less 
than  a  year  until  the  business  has 
been  in  operation  long  enough  to  base 
a  longer  projection. 

(2)  Determining  monthly  income 
from  self-employment  (i)  For  the 
period  of  time  over  which  self-employ¬ 
ment  income  is  determined,  the  State 
agency  shall  add  all  gross  self -employ¬ 
ment  income  (including  capital  gains), 
exclude  the  cost  of  producing  the  self- 
employment  income,  and  divide  the 
self-employment  income  by  the 
number  of  months  over  which  the 
income  will  be  averaged. 

(ii)  For  those  households  whose  self- 
employment  income  is  not  averaged 
but  is  instead  calculated  on  an  antici¬ 
pated  basis,  the  State  agency  shall  add 
any  capital  gains  the  household  antici¬ 
pates  it  will  receive  in  the  next  12 
months,  starting  with  the  date  the  ap¬ 
plication  is  filed,  and  divide  this 
amount  by  12.  This  amount  shall  be 
used  in  successive  certification  periods 
during  the  next  12  months,  except 
that  a  new  average  monthly  amount 
shall  be  calculated  over  this  12  month 
period  if  the  anticipated  amount  of 
capital  gains  changes.  The  State 
agency  shall  then  add  the  anticipated 
monthly  amount  of  capital  gains  to 
the  anticipated  monthly  self-employ¬ 
ment  income,  and  subtract  the  cost  of 


producing  the  self-employment 
income.  Except  for  depreciation,  the 
cost  of  producing  the  s^lf -employment 
income  shall  be  calculated  by  antici¬ 
pating  the  monthly  allowable  costs  of 
producing  the  self-employment 
income.  Like  capital  gains,  depreci¬ 
ation  will  be  anticipated  for  the  next 
12  months  and  a  monthly  average  ex¬ 
cluded  as  a  cost  of  doing  business. 

(iii)  The  monthly  net  self-employ¬ 
ment  income  shall  be  added  to  any 
other  earned  income  received  by  the 
household.  The  total  monthly  earned 
income  less  the  20  percent  earned 
income  deduction  shall  then  be  added 
to  all  other  monthly  income  received 
by  the  household.  The  standard  de¬ 
duction,  dependent  care  and  shelter 
costs  shall  be  computed  as  for  any 
other  household  and  subtracted  to  de¬ 
termine  the  adjusted  monthly  net 
income  of  the  household. 

(3)  Capital  gains.  The  proceeds  from 
the  sale  of  capital  goods  or  equipment 
shall  be  calculated  in  the  same 
manner  as  a  capital  gain  for  Federal 
income  tax  purposes.  Even  if  only  50 
percent  of  the  proceeds  from  the  sale 
of  capital  goods  or  equipment  is  taxed 
for  Federal  income  tax  purposes,  the 
State  agency  shall  count  the  full 
amount  of  the  capital  gain  as  income 
for  food  stamp  purposes. 

(4)  Allowable  costs  of  producing  self- 
employment  income,  (i)  Allowable 
costs  of  producing  self-employment 
income  include,  but  are  not  limited  to, 
the  identifiable  costs  of  labor,  stock, 
raw  material,  seed  and  fertilizer,  inter¬ 
est  paid  to  purchase  income  producing 
property,  insurance  premiums,  and 
taxes  paid  on  income  producing  prop¬ 
erty. 

(ii)  Depreciation  shall  be  allowed  as 
a  cost  of  producing  self-employment 
income  for  equipment,  machinery  or 
other  capital  investments  necessary  to 
the  self-employment  enterprise. 

(A)  Use  of  Federal  tax  forms.  If  the 
self-employment  income  from  the  last 
year  is  annualized,  depreciation  as  in¬ 
dicated  on  the  household’s  most 
recent  Federal  tax  form  shall  be  used 
as  a  cost  of  doing  business.  If  the  self- 
employment  income  is  anticipated,  the 
Federal  tax  form  shall  be  used  as  a 
basis  to  anticipate  the  coming  year’s 
depreciation.  When  depreciation  is  an¬ 
ticipated,  adjustments  are  required  if 
the  use  of  the  asset  as  depreciated  on 
the  tax  form  will  likely  differ  from  the 
use  anticipated.  For  example,  the  de¬ 
preciation  amount  would  be  increased 
or  decreased,  as  appropriate,  for  newly 
acquired  assets  or  assets  which  will  be 
retired  or  sold  during  the  coming  year. 

(B)  Calculating  depreciation.  If  the 
tax  form  is  not  available,  annual  al¬ 
lowable  depreciation  shall  be  calculat¬ 
ed  by  dividing  the  asset’s  cost  by  its 
useful  life  in  years.  The  cost  of  the 
asset  is  its  purchase  price  or  the  cost 
of  materials  if  the  asset  was  built  by 


the  household.  The  cost  of  the  asset 
shall  be  reduced  by  any  portion  of  the 
cost  which  is  otherwise  excludable  as  a 
cost  of  doing  business.  For  example,  a 
tool  which  was  fully  deducted  as  a  cost 
of  doing  business  possesses  no  remain¬ 
ing  cost  to  be  depreciated.  The  useful 
life  of  an  asset  is  the  “asset  guideline 
period’’  from  the  IRS  Asset  Depreci¬ 
ation  Range  (ADR)  Tables.  Assets 
which  annually  produce  income  con¬ 
sistent  with  fair  market  value  or 
which  are  essential  for  the  self-em¬ 
ployment  of  a  household  member  may 
be  depreciated  over  the  entire  year  if 
owned  for  the  entire  year,  even  if  not 
used  for  portions  of  the  year.  The 
“asset  guideline  period”  starts  from 
the  month  in  which  the  asset  is  ac¬ 
quired.  Once  an  asset  has  been  in  use 
in  the  household’s  enterprise,  or  held 
by  the  household,  for  the  full  “asset 
guideline  period,”  no  further  deprecu 
ation  shall  be  allowed  even  if  the  asser 
continues  to  be  used. 

(C) insufficient  information.  If  nei¬ 
ther  the  tax  form  nor  sufficient  infor¬ 
mation  about  the  asset’s  cost  and  use 
is  available  from  the  household,  no  de¬ 
preciation  shall  be  allowed. 

(iii)  The  following  items  shall  not  be 
excluded  as  a  cost  of  producing  self- 
employment  income: 

(A)  Payments  on  the  principal  of  the 
purchase  price  of  income  producing 
real  estate  and  capital  assets,  equip¬ 
ment,  machinery  and  other  durable 
goods; 

(B)  Net  losses  from  previous  periods; 
and 

(C)  Federal.  State,  and  local  income 
taxes,  money  set  aside  for  retirement 
purposes,  and  other  work  related  per¬ 
sonal  expenses  (such  as  transportation 
to  and  from  work),  as  these  expenses 
are  accounted  for  by  the  20  percent 
earned  income  deduction  specified  in 
§  273.9(d)(2). 

(5)  Assigning  certification  periods. 
(i)  Households  that  receive  their 
annual  support  from  self-employment 
and  have  no  other  source  of  income 
may  be  certified  for  up  to  12  months. 
For  those  households  that  receive 
other  sources  of  income  or  whose  self- 
employment  income  is  intended  to 
cover  a  period  of  time  that  is  less  than 
a  year,  the  State  agency  shall  assign  a 
certification  period  appropriate  for 
the  household’s  circumstances. 

(ii)  For  those  self-employed  house¬ 
holds  that  receive  their  annual  income 
in  a  short  period  of  time,  the  initial 
certification  period  shall  be  assigned 
to  bring  the  household  into  the 
annual  cycle.  For  example,  the  State 
agency  may  provide  for  a  recertifica¬ 
tion  at  the  time  the  household  nor¬ 
mally  receives  all  or  a  majority  of  its 
annual  income  or  the  State  agency 
may  prefer  to  have  the  annual  cycle 
coincide  with  the  filing  of  the  house¬ 
hold’s  income  tax. 

(b)  Boarders.  (1)  Household  with 
boarders.  Persons  paying  a  reasonable 
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amount  for  room  and  board  as  speci¬ 
fied  in  §  273.1(b)  shall  be  excluded 
from  the  household  when  determining 
the  household’s  eligibility  and  benefit 
level.  The  income  of  households 
owning  and  operating  a  commercial 
boarding  house  shall  be  handled  as  de¬ 
scribed  in  paragraph  (a)  of  this  sec¬ 
tion.  For  all  other  households,  pay¬ 
ments  from  the  boarder  shall  be  treat¬ 
ed  as  self-employment  income  and  the 
household’s  eligibility  determined  as 
follows: 

(1)  Income  from  the  boarder.  The 
income  from  boarders  shall  include  all 
direct  payments  to  the  household  for 
room  and  meals,  including  contribu¬ 
tions  to  the  household  for  part  of  the 
household’s  shelter  expenses.  Shelter 
expenses  paid  directly  by  boarders  to 
someone  outside  of  the  household 
shall  not  be  counted  as  income  to  the 
household. 

(ii)  Cost  of  doing  business.  After  de¬ 
termining  the  income  received  from 
the  boarders,  the  State  agency  shall 
exclude  that  portion  of  the  boarder 
payment  which  is  a  cost  of  doing  busi¬ 
ness.  The  cost  of  doing  business  shall 
be  equal  to: 

(A)  The  cost  of  the  Thrifty  Food 
Plan  for  a  household  size  that  is  equal 
to  the  number  of  boarders,  unless  the 
amount  paid  for  meals  is  less  than  this 
amount; 

(B)  The  amount  paid  for  meals,  if 
this  amount  is  less  than  the  cost  of 
the  Thrifty  Food  Plan  for  a  household 
size  that  is  equal  to  the  number  of 
boarders;  or 

(C)  The  actual  documented  cost  of 
providing  room  and  meals.  If  actual 
costs  are  used,  only  separate  and  iden¬ 
tifiable  costs  of  providing  room  and 
meals  to  boarders  shall  be  excluded. 

(iii)  Deductible  expenses.  The  net 
income  from  self-employment  shall  be 
included  with  other  earned  income 
and  the  20  percent  earned  income  de¬ 
duction  taken.  Shelter  costs  the 
household  actually  incurs,  even  if  the 
boarder  contributes  to  the  household 
for  part  of  the  household’s  shelter  ex¬ 
penses,  shall  be  computed  to  deter¬ 
mine  if  the  household  will  receive  a 
shelter  deduction.  However,  the  shel¬ 
ter  costs  shall  not  include  any  shelter 
expenses  directly  paid  by  the  boarder 
to  a  third  party,  such  as  the  landlord 
or  utility  company. 

(2)  Boarders  as  households.  Boarders 
may  be  eligible  as  a  food  stamp  house¬ 
hold  in  their  own  right,  as  long  as 
they  are  not  residents  of  a  commercial 
boarding  house.  When  determining 
the  eligibility  and  benefit  level  of  a 
boarder,  the  State  agency  shall  deter¬ 
mine  the  boarder’s  shelter  expenses  by 
including  any  identifiable  shelter  ex¬ 
penses  paid  by  the  boarder.  If  a  single 
payment  is  made  for  both  room  and 
board,  the  amount  of  the  payment 
which  is  more  than  the  Thrifty  Food 
Plan  for  the  number  of  persons  in  the 


boarder’s  household  shall  be  consid¬ 
ered  a  shelter  expense.  The  boarder 
receives  no  exclusion  or  deduction  for 
the  amount  paid  for  board  itself. 

(c)  Treatment  of  income  and  re¬ 
sources  of  disqualified  members.  Indi¬ 
vidual  household  members  may  be  dis¬ 
qualified  for  fraud  or  for  failure  to 
meet  the  student  work  registration  re¬ 
quirements  during  the  school  year. 
During  the  period  of  time  a  household 
member  is  disqualified,  the  eligibility 
and  benefit  level  of  any  remaining 
household  members  shall  be  deter¬ 
mined  as  follows: 

(1)  Resources.  The  resources  of  the 
disqualified  member  shall  continue  to 
count  in  their  entirety  to  the  remain¬ 
ing  household  members; 

(2)  Income.  A  pro  rata  share  of  the 
income  of  the  disqualified  member 
shall  be  counted  as  income  to  the  re¬ 
maining  members.  This  pro  rata  share 
is  calculated  by  first  subtracting  the 
allowable  exclusions  from  the  disquali¬ 
fied  member’s  income  and  dividing  the 
income  evenly  among  the  household 
members,  including  the  disqualified 
member.  All  but  the  disqualified  mem¬ 
ber’s  share  is  counted  as  income  to  the 
remaining  household  members. 

(3)  Deductible  expenses.  The  20  per¬ 
cent  earned  income  deduction  shall 
apply  to  the  prorated  income  attribut¬ 
ed  to  the  household  as  it  was  earned 
by  the  disqualified  member.  That  por¬ 
tion  of  the  household’s  allowable  shel¬ 
ter  and  dependent  care  expenses 
which  are  either  paid  by  or  billed  to 
the  disqualified  member  shall  be  divid¬ 
ed  evenly  among  the  household  mem¬ 
bers,  including  the  disqualified 
member.  All  but  the  disqualified  mem¬ 
ber’s  share  is  counted  as  a  deductible 
shelter  expense  for  the  remaining 
household  members. 

(4)  Eligibility  and  benefit  level.  The 
disqualified  member  shall  not  be  in¬ 
cluded  when  determining  the  house¬ 
hold’s  size  for  purposes  of  assigning  a 
benefit  level  to  the  household  or  for 
purposes  of  comparing  the  house¬ 
hold’s  net  monthly  income  with  the 
income  eligibility  standards. 

(5)  Reduction  or  termination  of 
benefits  within  the  certification 
period.  Whenever  an  individual  is  dis¬ 
qualified  within  the  household’s  certi¬ 
fication  period,  the  state  agency  shall 
determine  the  eligibility  or  ineligibil¬ 
ity  of  the  remaining  household  mem¬ 
bers  based,  as  much  as  possible,  on  in¬ 
formation  in  the  case  file  and  shall 
take  the  following  action: 

(i)  Student  disqualification.  If  a 
household’s  benefits  are  reduced  or 
terminated  within  the  certification 
period  because  one  of  its  members  has 
been  disqualified  for  failure  to  meet 
the  student  work  registration  require¬ 
ment,  the  State  agency  shall  issue  a 
notice  of  adverse  action  which  informs 
the  household  that  one  of  its  members 
has  been  disqualified,  the  reason  for 


the  disqualification,  and  the  eligibility 
and  benefit  level  of  the  remaining 
members. 

(ii)  Fraud  disqualification.  If  a 
household’s  benefits  are  reduced  or 
terminated  within  the  certification 
period  because  one  of  its  member  has 
been  disqualified  for  fraud,  the  State 
agency  shall  notify  the  remaining 
members  of  their  eligibility  and  bene¬ 
fit  level  at  the  same  time  the  disquali-  • 
fled  member  is  notified  of  its  disquali¬ 
fication.  The  household  is  not  entitled 
to  a  notice  of  adverse  action  but  may 
request  a  fair  hearing  to  contest  the 
reduction  or  termination  of  benefits. 

(d)  Treatment  of  income  and  re¬ 
sources  of  other  nonhousehold  mem¬ 
bers.  For  those  nonhousehold  mem¬ 
bers  that  have  not  been  disqualified, 
such  as  ineligible  aliens  or  SSI  recipi¬ 
ents  in  cash-out  States,  the  income 
and  resources  of  the  nonhousehold 
member  shall  not  be  considered  avail¬ 
able  to  the  household.  If  the  house¬ 
hold  shares  deductible  expenses  with 
the  nonhousehold  member,  only  the 
amount  actually  paid  or  contributed 
by  the  household  shall  be  deducted  as 
a  household  expense.  If  the  payments 
or  contributions  cannot  be  differenti¬ 
ated,  the  expenses  shall  be  prorated 
evenly  among  persons  actually  paying 
or  contributing  to  the  expense  and 
only  the  household’s  pro  rata  share 
deducted. 

(e)  Residents  of  drug /alcoholic  treat¬ 
ment  and  rehabilitation  programs.  (1) 
Narcotics  addicts  or  alcoholics  who 
regularly  participate  in  FNS  autho¬ 
rized  drug  or  alcoholic  treatment  and 
rehabilitation  programs  on  a  resident 
basis  may  voluntarily  elect  to  partici¬ 
pate  in  the  Food  Stamp  Program.  The 
State  agency  shall  certify  residents  of 
addict/alcoholic  treatment  centers  by 
using  the  same  provisions  that  apply 
to  all  other  applicant  households 
except  that  certification  must  be  ac¬ 
complished  through  an  authorized 
representative  as  described  in 
§  273.1(f)(iv).  The  guidelines  for  issu¬ 
ing  FNS  authorizations  to  these  treat¬ 
ment  centers  are  set  forth  in  §  278.1(e). 

(2)  Each  treatment  and  rehabilita¬ 
tion  center  shall  provide  the  State 
agency  on  a  monthly  basis  with  a  cer¬ 
tified  list  of  currently  participating 
residents.  In  addition,  the  State 
agency  shall  conduct  periodic  random 
on-site  visits  to  the  center  to  assure 
the  accuracy  of  the  listings  and  that 
the  State  agency’s  records  are  consis¬ 
tent  and  up-to-date. 

(3)  The  following  provisions  apply  to 
residents  of  treatment  centers: 

(i)  When  expedited  processing  stan¬ 
dards  as  described  in  §  273. 2(i)  are  nec¬ 
essary,  eligibility  for  the  initial  appli¬ 
cation  shall  be  processed  on  an  expe¬ 
dited  basis,  and  the  State  agency  shall 
complete  verification  and  documenta¬ 
tion  requirements  prior  to  issuance  of 
a  second  coupon  allotment; 
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(ii)  When  normal  processing  stan¬ 
dards  apply,  the  State  agency  shall 
complete  the  verification  and  docu¬ 
mentation  requirements  prior  to 
making  an  eligibility  determination 
for  the  initial  application; 

(iii)  The  State  agency  shall  process 
changes  in  household  circumstances 
and  recertifications  by  using  the  same 
standards  that  apply  to  all  other  food 
stamp  households;  and 

(iv)  Resident  households  shall  be  af¬ 
forded  the  same  rights  to  notices  of 
adverse  action,  to  fair  hearings,  and  to 
entitlement  to  lost  benefits  as  are  all 
other  food  stamp  households. 

(4)  The  treatment  center  shall  pro¬ 
vide  resident  addicts  or  alcoholics  with 
their  ID  card  and  one  half  of  their 
monthly  coupon  allotment  when  the 
household  leaves  the  treatment  and 
rehabilitation  program  prior  to  the 
sixteenth  day  of  the  allotment  month. 
Once  the  household  leaves  the  treat¬ 
ment  center,  the  center  is  no  longer  al¬ 
lowed  to  act  as  that  household’s  au¬ 
thorized  representative.  The  house¬ 
hold  shall  be  provided  a  change  report 
form  and  advised  by  the  center  to 
return  the  form  within  10  days  to  the 
appropriate  office  of  the  State  agency. 

(5)  The  treatment  center  shall 
notify  the  State  agency,  as  provided  in 
§  273.12(a),  of  changes  in  the  house¬ 
hold’s  income  or  other  household  cir¬ 
cumstances  and  of  when  the  addict  or 
alcoholic  leaves  the  treatment  center. 
The  treatment  center  shall  return  any 
ATPs  or  coupons  received  on  behalf  of 
households  which  are  no  longer  resi¬ 
dents  of  the  center. 

(6)  The  organization  or  institution 
shall  be  responsible  for  any  misrepre¬ 
sentation  or  fraud  which  it  knowingly 
commits  in  the  certification  of  center 
residents.  As  an  authorized  represen¬ 
tative,  the  organization  or  institution 
must  be  knowledgeable  about  house¬ 
hold  circumstances  and  should  care¬ 
fully  review  those  circumstances  with 
residents  prior  to  applying  on  their 
behalf.  The  organization  or  institution 
shall  be  strictly  liable  for  all  losses  or 
misuse  of  food  coupons  held  on  behalf 
of  resident  households  and  for  all 
overissuances  which  occur  W'hile  the 
households  are  residents  of  the  treat¬ 
ment  center. 

(7)  The  organization  or  institution 
may  be  penalized  or  disqualified,  as  de¬ 
scribed  in  §  278.6,  if  it  is  determined 
administratively  or  judicially  that  cou¬ 
pons  were  misappropriated  or  used  for 
purchases  that  did  not  contribute  to  a 
certified  household’s  meals.  State 
agency  penalties  and/or  disqualifica¬ 
tions  shall  not  be  imposed  without 
prior  approval  from  FNS.  The  State 
agency  shall  promptly  notify  FNS 
when  it  has  reason  to  believe  that  an 
organization  or  institution  is  misusing 
coupons  in  its  possession. 

§  273.12  Reporting  changes. 

(a)  Household,  responsibility  to 
report.  (1)  Certified  households  are  re¬ 


quired  to  report  the  following  changes 
in  circumstances  within  10  days  of  the 
date  the  change  becomes  known  to  the 
household: 

(1)  All  changes  in  income,  except 
changes  in  the  public  assistance  grant; 

(ii)  All  changes  in  household  compo¬ 
sition,  such  as  the  addition  or  loss  of  a 
household  member; 

(iii)  Changes  in  residence  and  the  re¬ 
sulting  change  in  shelter  costs;  and 

(iv)  The  acquisition  of  a  licensed  ve¬ 
hicle  not  fully  excludable  under 
§  273.8(e). 

(2)  Changes  shall  be  considered  to  be 
reported  by  the  household  on  the  date 
the  report  is  received  by  the  State 
agency,  or  if  mailed,  the  date  of  the 
household’s  report  is  postmarked. 

(3)  State  agencies  shall  not  impose 
any  reporting  requirements  on  house¬ 
holds  except  as  provided  in  paragraph 
(a)(1)  of  this  section. 

(b)  Report  form.  (1)  The  State 
agency  shall  provide  households  with 
a  form  for  reporting  the  changes  re¬ 
quired  in  paragraph  (a)  of  this  section 
and  shall  pay  the  postage  for  the 
household  to  mail  in  the  request.  All 
State  agencies  shall  use  the  reporting 
form  designed  by  FNS,  unless  FNS  ap¬ 
proves  a  deviation.  Deviations  shall  be 
granted  under  the  same  conditions  de¬ 
viations  are  granted  for  the  applica¬ 
tion  form,  as  specified  in  §  273.2(b). 
The  reporting  form  shal’.,  at  a  mini¬ 
mum,  include  the  following: 

(1)  The  amount  of  gross  income  used 
to  certify  the  household  which  has 
been  itemized  by  household  member, 
and  the  source  and  the  frequency  of 
the  income; 

(ii)  The  civil  and  criminal  penalties 
for  violations  of  the  Act  in  understan¬ 
dable  terms  and  in  prominent  and 
boldface  lettering;  and 

(iii)  A  reminder  to  the  household  of 
its  right  to  claim  actual  utility  costs  if 
its  costs  exceed  the  standard. 

(2)  The  submission  of  a  change 
report  shall  not  be  construed  to  be  a 
waiver  of  the  household’s  right  to  a 
notice  of  adverse  action.  The  State 
agency  may  provide  for  a  waiver  of 
that  right  on  the  report  form  for  the 
household  to  sign.  This  waiver  shall 
warn  the  household  that,  upon  sign¬ 
ing,  it  waives  its  right  to  a  notice  of 
adverse  action  and  continuation  of 
benefits  if  adversely  affected  by  the 
reported  change. 

(3)  Changes  reported  over  the  tele¬ 
phone  or  in  person  by  the  household 
shall  be  acted  on  in  the  same  manner 
as  those  reported  on  the  change 
report  form. 

(4)  A  change  report  form  shall  be 
provided  to  newly  certified  households 
at  the  time  of  certification  and  a  new 
form  shall  be  sent  to  the  household 
w  henever  a  change  is  reported. 

(c)  State  agency  action  on  changes. 
The  State  agency  is  required  to  take 
prompt  action  on  all  changes  to  deter¬ 


mine  if  the  change  affects  the  house¬ 
hold’s  eligibility  or  allotment.  If  the 
change  was  reported  by  the  house¬ 
hold,  the  date  a  change  was  reported 
on  a  change  report  form  shall  be  com¬ 
puted  from  the  postmark  of  the 
change  report  form,  plus  two  days  for 
mailing  time,  or  whenever  the  change 
was  actually  received  by  the  State 
agency,  whichever  is  earlier.  Even  if 
there  is  no  change  in  the  allotment, 
the  State  agency  shall  document  the 
change  in  the  case  file,  return  another 
change  report  form  to  the  household, 
and  notify  the  household  of  the  effect 
of  the  change,  if  any,  on  its  benefits. 
Restoration  of  lost  benefits  shall  be 
provided  to  any  household  if  the  State 
agency  fails  to  take  action  on  a  change 
which  increases  benefits  within  the 
time  limits  specified  in  paragraph  (c) 
(1)  and  (2)  of  this  section. 

(1)  Increase  in  benefits,  (i)  Normal 
processing  of  changes.  For  changes 
which  result  in  an  increase  in  benefits 
and  which  are  not  handled  on  an  expe¬ 
dited  basis,  the  State  agency  shall 
make  the  change  effective  for  the  first 
allotment  issued  10  days  after  the  date 
the  change  was  reported  to  the  State 
agency. 

(ii)  Expedited  action  on  certain 
changes.  (A)  If  a  household  reports  a 
change  in  its  circumstances  which  re¬ 
duces  its  gross  monthly  income  by  $50 
or  more  and  reduces  its  net  monthly 
income  to  zero,  the  State  agency  shall 
make  the  change  effective  within  two 
working  days  of  the  date  the  change 
was  reported. 

(B)  If  the  household  reports  a 
change  which  results  in  an  increase  in 
benefits  due  to  either  the  addition  of  a 
new  household  member  that  is  not  a 
certified  member  of  another  house¬ 
hold,  or  due  to  a  reduction  in  total 
gross  monthly  income  counted  for 
food  stamp  purposes  of  $50  or  more, 
and  the  change  is  reported  by  the  20th 
of  the  month,  the  State  agency  shall 
make  the  change  effective  no  later 
than  10  days  after  the  change  was  re¬ 
ported.  If  the  new  household  member 
is  already  a  certified  member  of  an¬ 
other  household  in  the  month  the 
change  is  reported,  the  State  agency 
shall  make  the  change  effective  no 
later  than  the  next  allotment  which 
will  be  issued  after  the  change  is  re¬ 
ported. 

(C)  For  those  changes  which  must 
be  made  effective  in  the  same  month 
the  household  reported  the  change, 
the  State  agency  shall  make  the 
change  effective  by  either  adjusting 
the  household’s  allotment  or,  if  the 
household  has  already  participated,  by 
issuing  a  supplementary  allotment.  In 
areas  where  ATP  cards  are  used  and 
have  already  been  issued  when  the 
household  reports  the  change,  the 
State  agency  shall,  if  the  household 
has  not  yet  participated,  either  replace 
the  household’s  ATP  with  an  adjusted 
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card  or  issue  a  supplementary  ATP.  If 
the  household  has  already  participat¬ 
ed,  the  State  agency  shall  issue  a  sup¬ 
plementary  ATP. 

(2)  Decreases  in  benefits.  If  the 
household’s  benefit  level  decreases  or 
the  household  becomes  ineligible  as  a 
result  of  the  change,  the  State  agency 
shall  issue  a  notice  of  adverse  action 
within  10  days  of  the  date  the  change 
was  reported.  The  decrease  in  the 
benefit  level  shall  be  made  effective 
with  the  first  allotment  to  be  issued 
after  the  10  day  notice  of  adverse 
action  period  has  expired,  provided  a 
fair  hearing  and  continuation  of  bene¬ 
fits  have  not  been  requested. 

(d)  Failure  to  report  If  the  State 
agency  discovers  that  the  household 
failed  to  report  a  change  required  by 
paragraph  (a)  of  this  section  and,  as  a 
result,  received  benefits  to  which  it 
was  not  entitled,  the  State  agency 
shall  file  a  claim  against  the  house¬ 
hold  in  accordance  with  §  273.18.  Indi¬ 
viduals  shall  not  be  terminated  for 
failing  to  report  a  change,  unless  the 
individual  is  disqualified  in  accordance 
with  the  fraud  disqualification  proce¬ 
dures  specified  in  §  273.16. 

(e)  Mass  changes.  Certain  changes 
are  initiated  by  the  State  or  Federal 
government  which  may  affect  the 
entire  caseload  or  significant  portions 
of  the  caseload.  These  changes  include 
annual  adjustments  to  the  net  income 
eligibility  standards  and  the  shelter/ 
dependent  care  deduction;  semiannual 
adjustments  to  the  Thrifty  Food  Plan 
and  standard  deduction;  annual  and 
seasonal  adjustments  to  the  State’s 
utility  standard;  periodic  cost-of-living 
adjustments  to  social  security,  SSI  and 
other  Federal  benefits;  periodic  ad¬ 
justments  to  AFDC  or  GA  payments; 
and  other  changes  in  the  eligibility  cri¬ 
teria  based  on  legislative  or  regulatory 
actions. 

(1)  Federal  adjustments  to  eligibility 
standards,  allotments,  and  deductions, 
State  adjustments  to  utility  standards. 

(i)  These  adjustments  shall  go  into 
effect  for  all  households  at  a  specific 
point  in  time.  Semiannual  adjustments 
to  the  Thrifty  Food  Plan  and  the  stan¬ 
dard  deduction  shall  be  effective  for 
all  issuances  in  January  and  July. 
Annual  adjustments  to  the  shelter/de¬ 
pendent  care  deduction  and  the  eligi¬ 
bility  standards  shall  be  effective  for 
all  July  issuances. 

State  agencies  may  wish  to  consider 
timing  the  annual  adjustments  to 
their  utility  standard  to  coincide  with 
the  Federal  shelter  deduction  adjust¬ 
ment. 

(ii)  Although  a  notice  of  adverse 
action  is  not  required,  State  agencies 
may  send  an  individual  notice  to 
households  of  these  changes.  State 
agencies  shall  publicize  these  mass 
changes  through  the  news  media; 
posters  in  certification,  issuance  of¬ 
fices  or  other  sites  frequented  by  certi¬ 


fied  households;  or  general  notices 
mailed  to  households.  Households 
whose  certification  periods  overlap  a 
seasonal  variation  in  the  utility  stan¬ 
dard  shall  be  advised  at  the  time  of 
initial  certification  when  the  adjust¬ 
ment  will  occur  and  what  the  variation 
in  the  benefit  level  will  be. 

(2)  Mass  changes  in  public  assis¬ 
tance.  (i)  When  the  State  agency 
makes  an  overall  adjustment  to  public 
assistance  payments,  corresponding 
adjustments  to  the  household’s  food 
stamp  benefits  shall  be  handled  as  a 
mass  change.  When  the  State  agency 
has  at  least  30  days  advance  knowl¬ 
edge  of  the  amount  of  the  public  assis¬ 
tance  adjustment,  the  State  agency 
shall  recompute  food  stamp  benefits 
to  be  effective  in  the  same  month  as 
the  public  assistance  change.  If  the 
State  agency  does  not  have  sufficient 
notice,  the  food  stamp  change  shall  be 
effective  not  later  than  the  month  fol¬ 
lowing  the  month  in  which  the  public 
assistance  change  was  made. 

(ii)  A  notice  of  adverse  action  is  not 
required  when  a  household’s  food 
stamp  benefits  change  as  a  result  of  a 
mass  change  in  the  public  assistance 
grant.  However,  State  agencies  shall 
send  individual  notices  to  households 
to  inform  them  of  the  change.  If  a 
household  requests  a  fair  hearing, 
benefits  shall  be  continued  at  the 
former  level  only  if  the  issue  being  ap¬ 
pealed  is  the  computation  of  benefits 
and  not  the  fact  that  benefits  are  re¬ 
duced  because  of  the  mass  change. 

(iii)  State  agencies  which  also  ad¬ 
minister  a  general  assistance  program 
shall  handle  mass  adjustments  to  GA 
payments  in  the  same  manner  as 
public  assistance  adjustments.  Howev¬ 
er,  in  States  which  do  not  administer 
both  programs,  mass  changes  in  GA 
payments  will  be  handled  according  to 
procedures  in  paragraph  (e)(3)  of  this 
section. 

(3)  Mass  changes  in  Federal  benefits. 
Households  are  responsible  for  report¬ 
ing  changes  in  federal  benefits  such  as 
social  security  and  SSI  payments. 
States  which  have  the  capability,  and 
elect  to,  may  treat  adjustments  as  a 
mass  change  in  accordance  with  the 
procedures  in  paragraph  (e)(2)  of  this 
section.  If  not  handled  as  a  mass 
change,  individual  advance  notice  of 
adverse  action  shall  be  required  ac¬ 
cording  to  §  273.13. 

(4)  Mass  changes  resulting  from  im¬ 
plementation  of  the  Food  Stamp  Act  of 
1977.  State  agencies  shall  send  individ¬ 
ual  notices  of  adverse  action  to  each 
household  that  receives  a  reduction  or 
termination  in  benefits  during  its  cer¬ 
tification  period  due  to  the  new  eligi¬ 
bility  requirements  prescribed  in  these 
regulations.  The  notice  of  adverse 
action  shall  explain  to  the  household 
that  the  change  is  the  result  of 
changes  in  Federal  law  and  that,  al¬ 
though  the  household  has  the  right  to 


request  a  fair  hearing,  benefits  will  be 
continued  pending  the  fair  hearing, 
only  if  the  household  believes  its  eligi¬ 
bility  and  benefit  level  were  computed 
incorrectly,  or  that  the  new  law  Is 
being  misapplied  or  misinterpreted. 

(f)  PA  households.  (1)  PA  households 
have  the  same  reporting  requirements 
as  any  other  food  stamp  household, 
and  shall  use  the  food  stamp  change 
report  form,  unless  a  similar  form 
used  in  the  PA  program  is  approved  by 
FNS  for  this  purpose.  PA  households 
which  report  a  change  in  circum¬ 
stances  to  the  PA  worker  shall  be  con¬ 
sidered  to  have  reported  the  change 
for  food  stamp  purposes. 

(2)  Whenever  a  change  results  in  the 
reduction  or  termination  of  a  house¬ 
hold’s  PA  grant  within  its  food  stamp 
certification  period,  and  the  State 
agency  has  sufficient  information  to 
determine  how  the  change  affects  the 
household's  food  stamp  eligibility  and 
benefit  level,  the  State  agency  shall 
take  the  following  action: 

(i)  If  a  change  in  household  circum¬ 
stances  requires  both  a  reduction  or 
termination  in  the  PA  payment  and  a 
reduction  or  termination  in  food 
stamp  benefits,  the  State  agency  shall 
issue  a  single  notice  of  adverse  action 
for  both  the  PA  and  food  stamp  ac¬ 
tions.  If  the  household  requests  a  fair 
hearing  within  the  period  provided  by 
the  notice  of  adverse  action,  the 
household’s  food  stamp  benefits  shall 
be  continued  on  the  basis  authorized 
immediately  prior  to  sending  the 
notice.  However,  the  household  must 
reapply  for  food  stamp  benefits  if  the 
food  stamp  certification  period  expires 
before  the  fair  hearing  process  is  com¬ 
pleted.  If  the  household  does  not 
appeal,  the  change  shall  be  made  ef¬ 
fective  in  accordance  with  the  proce¬ 
dures  specified  in  paragraph  (c)  of  this 
section. 

(ii)  If  the  household’s  food  stamp 
benefits  will  be  increased  as  a  result  of 
the  reduction  or  termination  of  the 
PA  grant,  the  State  agency  shall  issue 
the  PA  notice  of  adverse  action,  but 
shall  not  take  any  action  to  increase 
the  household’s  food  stamp  benefits 
until  the  household  decides  whether  it 
will  appeal  the  adverse  action.  If  the 
household  decides  to  appeal  and  its 
PA  grant  is  continued,  the  household’s 
food  stamp  benefits  shall  continue  at 
the  previous  basis.  If  the  household 
does  not  appeal,  the  State  agency 
shall  make  the  change  effective  in  ac¬ 
cordance  with  the  procedures  specified 
in  paragraph  (c)  of  this  section,  except 
that  the  time  limits  for  the  State 
agency  to  act  on  changes  which  in¬ 
crease  a  household’s  benefits  shall  be 
calculated  from  the  date  the  PA  notice 
of  adverse  action  period  expires. 

(3)  Whenever  a  change  results  in  the 
termination  of  a  household’s  PA  grant 
within  its  food  stamp  certification 
period,  and  the  State  agency  does  not 
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have  sufficient  information  to  deter¬ 
mine  how  the  change  affects  the 
household’s  food  stamp  eligibility  and 
benefit  level  (such  as  when  an  absent 
parent  returns  to  a  household,  render¬ 
ing  the  household  categorically  ineligi¬ 
ble  for  public  assistance,  and  the  State 
agency  does  not  have  any  information 
on  the  income  of  the  new  household 
member),  the  State  agency  shall  not 
automatically  terminate  the  house¬ 
hold’s  benefits  but  shall  instead  take 
the  following  action: 

(i)  Where  a  PA  notice  of  adverse 
action  has  been  sent,  the  State  agency 
shall  wait  until  the  household’s  notice 
of  adverse  action  period  expires  or 
until  the  household  requests  a  fair 
hearing,  whichever  occurs  first.  If  the 
household  requests  a  fair  hearing  and 
its  PA  benefits  are  continued  pending 
the  appeal,  the  household’s  food 
stamp  benefits  shall  be  continued  at 
the  same  basis. 

(ii)  If  a  PA  notice  of  adverse  action 
is  not  required,  or  the  household  de¬ 
cides  not  to  request  a  fair  hearing  and 
continuation  of  its  PA  grant,  the  State 
agency  shall  send  the  household  a 
notice  of  expiration  which  informs  the 
household  that  its  certification  period 
will  expire  at  the  end  of  the  month 
following  the  month  the  notice  of  ex¬ 
piration  is  sent  and  that  it  must  reap¬ 
ply  if  it  wishes  to  continue  to  patici- 
pate.  The  notice  of  expiration  shall 
also  explain  to  the  household  that  its 
certification  period  is  expiring  becuase 
of  changes  in  its  circumstances  which 
may  affect  its  food  stamp  eligibility 
and  benefit  level. 

(4)  A  notification  of  change  shall  be 
provided  the  household  whenever  its 
benefits  are  altered  as  a  result  of 
changes  in  its  PA  grant  or  whenever 
the  household’s  certification  period  is 
shortened  to  reflect  changes  in  the 
household's  circumstances.  If  the  cer¬ 
tification  period  is  shortened,  the 
household’s  certification  period  shall 
not  end  any  earlier  than  the  month 
following  the  month  in  which  the 
State  agency  determines  that  the  cer¬ 
tification  period  should  be  shortened, 
thus  allowing  adequate  time  for  the 
State  agency  to  send  a  notice  of  expi¬ 
ration  and  for  the  household  to  timely 
reapply.  If  the  PA  grant  is  terminated 
but  the  household  is  still  eligible  for 
food  stamp  benefits,  members  of  the 
household  shall  be  advised  of  food 
stamp  work  registration,  if  applicable, 
as  their  WIN  registration  exemption 
no  longer  applies. 

§  273.13  Notice  of  adverse  action. 

(a)  Use  of  notice.  Prior  to  any  action 
to  reduce  or  terminate  a  household’s 
program  benefits  within  the  certifica¬ 
tion  period,  the  State  agency  shall, 
except  as  provided  in  paragraph  (b)  of 
this  section,  provide  the  household 
timely  and  adequate  advance  notice 
before  t*°  adverse  action  is  taken. 


(1)  The  notice  of  adverse  action  shall 
be  considered  timely  if  it:  (i)  Conforms 
to  that  period  of  time  defined  by  the 
State  agency  as  an  adequate  notice 
period  for  its  public  assistance  case¬ 
load,  except  that  the  period  shall  not 
be  shorter  than  the  period  provided  by 
paragraph  (aXIXii)  of  this  section;  or 
(ii)  is  received  by  the  household  10 
days  before  the  date  of  the  adverse 
action.  If  the  notice  is  mailed,  the 
State  agency  shall  add  to  the  adverse 
notice  period  an  additional  two  days 
from  the  postmarked  date  is  to  com¬ 
pensate  for  mail  delivery  time.  Also,  if 
the  adverse  notice  period  ends  on  a 
weekend  or  holiday,  the  notice  period 
shall  be  extended  to  the  next  work 
day. 

(2)  All  State  agencies  shall  use  a 
notice  of  adverse  action  form  designed 
by  FNS.  FNS  may  approve  a  request 
from  a  State  agency  for  a  deviation 
from  that  form  because  of  the  require¬ 
ments  of  a  computer  system  or  other 
exigencies  for  which  the  State  agency 
can  submit  adequate  justification.  The 
notice  of  adverse  action  shall  be  con¬ 
sidered  adequate  if  it  explains  in  easily 
understandable  language:  the  pro¬ 
posed  action;  the  reason  for  the  pro¬ 
posed  action;  the  household’s  right  to 
request  a  fair  hearing;  the  name  and 
telephone  number  of  the  person  to 
contact  for  additional  information;  the 
availability  of  continued  benefits;  and 
the  liability  of  the  household  for  any 
overissuances  received  while  awaiting 
a  fair  hearing  if  the  hearing  official’s 
decision  is  adverse  to  the  household.  If 
there  is  an  individual  or  organization 
available  that  provides  free  legal  rep¬ 
resentation,  the  notice  shall  also 
advise  the  household  of  the  availabil¬ 
ity  of  the  service. 

(b)  Exemptions  from  notice.  Individ¬ 
ual  notices  of  adverse  action  are  not 
required  when:  (1)  The  State  initiates 
a  mass  change  as  described  in 
§  273.12(e). 

(2)  The  State  agency  receives  a  writ¬ 
ten  statement  from  the  household  or 
the  authorized  representative  which 
either  states  that  food  stamp  benefits 
are  no  longer  desired  or  which  ac¬ 
knowledges  that  information  the 
household  has  provided  will  result  in  a 
reduction  or  termination  of  benefits 
and  waives  the  right  to  notice  of  ad¬ 
verse  action. 

(3)  The  State  agency  receives  notifi¬ 
cation  of  the  death  of  all  members  of 
a  household. 

(4)  The  State  agency  receives  notifi¬ 
cation  that  the  household  has  moved 
from  the  project  area. 

(5)  The  household  has  been  receiv¬ 
ing  an  increased  allotment  to  restore 
lost  benefits,  the  restoration  is  com¬ 
plete,  and  the  household  was  previous¬ 
ly  notified  in  writing  of  when  the  in¬ 
creased  allotment  would  terminate. 

(6)  The  household’s  allotment  varies 
from  month  to  month  within  the  certi¬ 


fication  period  to  take  into  account 
changes  which  were  anticipated  at  the 
time  of  certification  and  the  house¬ 
hold  was  so  notified  at  the  time  of  cer¬ 
tification. 

(7)  The  household  jointly  applied 
for  PA/GA  and  food  stamp  benefits 
and  has  been  receiving  food  stamp 
benefits  pending  the  approval  of  the 
PA/GA  grant  and  was  notified  at  the 
time  of  certification  that  food  stamp 
benefits  would  be  reduced  upon  ap¬ 
proval  of  the  PA/GA  grant. 

(8)  A  household  member  is  disquali¬ 
fied  for  fraud,  in  accordance  with 
§  273.16,  or  the  benefits  of  the  remain¬ 
ing  household  members  are  reduced  or 
terminated  to  reflect  the  disqualifica¬ 
tion  of  that  household  member.  The 
notice  requirements  for  individuals  or 
households  affected  by  fraud  disquali¬ 
fications  are  explained  in  §  273.16. 

(9)  The  household  contains  a 
member  subject  to  a  lockout  or  strike 
and,  for  purposes  of  receiving  a  longer 
certification  period  than  is  otherwise 
allowed  for  such  households,  signs  a 
waiver  of  its  right  to  notice  of  adverse 
action  to  enable  the  State  agency  to 
reduce  or  terminate  benefits  when  the 
lockout  or  strike  is  settled  and  the 
household  has  begun  receiving  income 
from  employment  again. 

§  273.14  Recertification. 

(a)  Action  on  applications  for  recer¬ 
tification.  The  State  agency  shall 
complete  the  application  process  and 
approve  or  deny  timely  applications 
for  recertification  prior  to  the  end  of 
the  household’s  current  certification 
period  and  shall  provide  eligible 
households  with  an  opportunity  to 
participate  by  the  household’s  normal 
issuance  cycle  in  the  month  following 
receipt  of  a  timely  application.  The 
State  agency  shall  not  continue  bene¬ 
fits  to  the  household  beyond  the  end 
of  the  certification  period  unless  the 
household  has  been  recertified. 

(b)  Notice  of  expiration.  The  State 
agency  shall  provide  each  household, 
including  PA  households,  with  a 
notice  of  the  expiration  of  its  certifica¬ 
tion  just  prior  to  or  at  the  start  of  the 
last  month  of  the  household’s  certifi¬ 
cation  period. 

(1)  Households  shall  receive  the 
notice  of  expiration  not  earlier  than 
15  days  prior  to,  nor  later  than  the 
first  day  of,  the  household’s  last 
month  of  certification.  If  it  is  impossi¬ 
ble  for  the  State  agency  to  provide  the 
notice  of  expiration  by  the  first  day  of 
the  last  month  of  the  household’s  cer¬ 
tification  period  because  the  house¬ 
hold  is  certified  for  one  month  or  be¬ 
cause  the  household  was  initially  certi¬ 
fied  for  two  months  during  the  month 
following  the  month  of  application, 
the  notice  of  expiration  shall  be  pro¬ 
vided  at  the  time  of  certification.  The 
State  agency  shall  not  require  the 
household  to  submit  an  application  or 
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appear  for  an  interview  before  the  last 
month  of  its  current  certification 
period. 

(2)  The  notice  of  expiration  shall 
contain  the  date  the  current  certifica¬ 
tion  period  ends;  the  date  by  which 
the  household  must  file  an  application 
to  receive  uninterrupted  benefits;  the 
household’s  right  to  request  an  appli¬ 
cation  and  have  the  State  accept  an 
application  as  long  as  it  is  signed  and 
contains  a  legible  name  and  address; 
the  address  of  the  office  where  the  ap¬ 
plication  must  be  filed;  the  conse¬ 
quences  of  failure  to  comply  with  the 
notice  of  expiration;  the  household’s 
right  to  file  the  application  by  mail  or 
through  an  authorized  representative; 
and  the  household’s  right  to  a  fair 
hearing  if  the  State  agency  refuses  to 
accept  as  good  cause  the  household’s 
reasons  for  failure  to  comply  with  the 
notice  of  expiration.  The  State  agency 
is  encouraged  to  include  an  applica¬ 
tion  form  with  the  notice  of  expiration 
and/or  an  appointment  for  an  inter¬ 
view.  Regardless  of  when  the  interview 
date  is  assigned,  the  household  has 
timely  applied  if  the  application  is  re¬ 
ceived  by  the  15th  of  the  last  month 
of  certification. 

(3)  Households  provided  a  notice  of 
expiration  at  the  time  of  certification, 
in  accordance  with  paragraph  (b)(1)  of 
this  section,  shall  have  15  days  from 
the  date  the  notice  is  received  to  file  a 
timely  application  for  recertification. 
All  other  households  which  submit  an 
identifiable  application  by  the  15th  of 
the  last  month  of  the  certification 
period  shall  be  considered  to  have 
made  timely  application  for  recertifi¬ 
cation.  To  aid  the  State  agency  in  de¬ 
termining  if  adequate  time  has  been 
permitted,  the  State  agency  shall  use 
the  postmark  on  the  notice  of  expira¬ 
tion,  plus  two  days  for  mailing  time.  In 
cases  of  dispute,  the  household  may 
demonstrate  that  the  notice  of  expira¬ 
tion  was  not,  in  fact,  received  in  a 
timely  manner. 

(c)  State  action  on  timely  reapplica¬ 
tions.  Households  that  have  timely 
reapplied  and  have  been  determined 
eligible  shall  not  experience  an  inter¬ 
ruption  in  benefits.  State  agencies 
shall  take  action  on  timely  reapplica¬ 
tions  within  the  following  time  stan¬ 
dards,  even-if,  to  meet  these  standards, 
the  State  agency  must  provide  an  op¬ 
portunity  to  participate  outside  of  the 
normal  issuance  system: 

(1)  Households  that  were  provided  a 
notice  of  expiration  at  the  time  of  cer¬ 
tification  and  have  timely  reapplied 
shall  be  notified  of  their  eligibility  or 
ineligibility  and  provided  an  opportu¬ 
nity  to  participate,  if  eligible,  not  later 
than  30  days  after  the  date  the  house¬ 
hold  had  an  opportunity  to  obtain  its 
last  allotment. 

(2)  For  those  households  that  have 
filed  an  application  by  the  15th  of  the 
last  month  of  their  certification 


period,  the  State  agency  shall  approve 
or  deny  the  application  and  notify  the 
household  of  its  determination  by  the 
end  of  the  current  certification  period. 
In  addition,  for  households  deter¬ 
mined  eligible,  the  State  agency  shall 
provide  an  opportunity  to  participate 
by  the  household's  normal  issuance 
cycle  in  the  month  following  receipt  of 
the  timely  reapplication.  Households 
which  have  timely  reapplied,  but  due 
to  State  agency  error  are  not  deter¬ 
mined  eligible  in  sufficient  time  to 
provide  for  issuance  in  the  household’s 
normal  issuance  cycle  for  the  follow¬ 
ing  month,  shall  receive  an  immediate 
opportunity  to  participate  upon  being 
determined  eligible,  even  if  the  State 
agency  must  provide  an  opportunity  to 
participate  outside  of  the  normal  issu¬ 
ance  system. 

(d)  State  agency  failure  to  act  State 
agency  failure  to  provide  eligible 
households  which  filed  a  timely  appli¬ 
cation  for  recertification  with  an  op¬ 
portunity  to  participate  in  accordance 
with  the  above  provisions  shall  be  con¬ 
sidered  an  administrative  error.  These 
households  shall  be  entitled  to  resto¬ 
ration  of  lost  benefits  if,  as  a  result  of 
such  error,  the  household  was  unable 
to  participate  for  the  month  following 
the  expiration  of  the  certification 
period. 

(e)  Failure  to  submit  a  timely  reap¬ 
plication .  A  household  which  fails  to 
submit  a  timely  application  for  recerti¬ 
fication  without  good  cause  shall  lose 
its  right  to  uninterrupted  benefits. 
Households  which  refuse  to  cooperate 
in  providing  required  information 
shall  be  denied.  Any  application  not 
submitted  in  a  timely  manner  shall  be 
treated  as  an  application  for  initial 
certification,  except  that  previously 
verified  income  or  expenses  which 
change  by  $25  or  less  shall  not  be  veri¬ 
fied  if  the  application  is  received 
within  30  days  after  the  certification 
period  expires. 

(f )  Good  cause  for  failure  to  timely 
reapply.  If  the  State  determines  that 
the  household’s  failure  to  make  timely 
application,  or  to  otherwise  complete 
the  certification  process  in  a  timely 
manner,  was  for  good  cause,  the 
household  shall  be  entitled  to  restora¬ 
tion  of  lost  benefits,  if  as  a  result  of  its 
failure,  the  household  was  unable  to 
participate  in  the  month  following  the 
expiration  of  its  certification  period. 
The  determination  of  good  cause  shall 
be  made  on  a  case-by-case  basis,  and 
shall  include,  but  not  be  limited  to, 
failure  to  receive  timely  notice  of  expi¬ 
ration  or  personal  illness. 

§  273.15  Fair  hearings. 

(a)  Availability  of  hearings.  Each 
State  agency  shall  provide  a  fair  hear¬ 
ing  to  any  household  aggrieved  by  any 
action  of  the  State  agency  which  af¬ 
fects  the  participation  of  the  house¬ 
hold  in  the  Program. 


(b)  Hearing  system.  Each  State 
agency  shall  provide  for  either  a  fair 
hearing  at  the  State  level  or  for  a 
hearing  at  the  local  level  which  per¬ 
mits  either  the  household  or  the  local 
agency  to  further  appeal  a  local  deci¬ 
sion  to  a  State  level  fair  hearing.  State 
agencies  may  adopt  local  level  hear¬ 
ings  in  some  project  areas  and  main¬ 
tain  only  State  level  hearings  in  other 
project  areas. 

(c)  Timely  action  on  hearings.  (1) 
State  level  hearings.  Within  60  days  of 
receipt  of  a  request  for  a  fair  hearing, 
the  State  agency  shall  conduct  the 
hearing,  arrive  at  a  decision,  and  re¬ 
flect  that  decision  on  the  coupon  allot¬ 
ment. 

(2)  Local  level  hearings.  Within  45 
days  of  receipt  of  a  request  for  a  fair 
hearing,  the  State  agency  shall  con¬ 
duct  the  hearing,  arrive  at  a  decision, 
and  reflect  that  decision  on  the 
coupon  allotment. 

(3)  Appeals  of  local  level  decisions. 
Within  45  days  of  receipt  of  any  re¬ 
quest  for  a  State  level  review  of  a  deci¬ 
sion  or  for  a  new  State  level  hearing, 
the  State  agency  shall  conduct  the 
review  or  the  new  hearing,  arrive  at  a 
decision,  and  reflect  that  decision  on 
the  coupon  allotment. 

(4)  Expedited  hearings.  Expedited 
fair  hearing  procedures  shall  be  con¬ 
ducted  as  required  by  paragraph  (d)  of 
this  section. 

(5)  Household  requests  for  postpone¬ 
ment  The  household  may  request  and 
is  entitled  to  receive  a  postponement 
of  the  scheduled  hearing.  The  post¬ 
ponement  shall  not  exceed  30  days 
and  the  time  limit  for  action  on  the 
decision  may  be  extended  for  as  many 
days  as  the  hearing  is  postponed.  For 
example,  if  a  State  level  hearing  is 
postponed  by  the  household  for  10 
days,  the  final  action  will  be  required 
within  70  days  from  the  date  of  the  re¬ 
quest  for  a  hearing. 

(d)  Expedited  hearings.  Households 
which  indicate  that  they  wish  to  pre¬ 
sent  their  case  to  a  higher  authority 
after  being  denied  benefits  under  the 
expedited  certification  procedures  set 
forth  in  §  273.2(1)  shall  be  given  special 
expedited  handling  as  follows: 

(1)  An  agency  conference  shall  be 
scheduled  within  two  working  days, 
upon  household  consent.  The  confer¬ 
ence  may  be  attended  by  the  eligibility 
worker  who  denied  the  benefits  and 
shall  be  attended  by  the  agency  direc¬ 
tor,  or  the  eligibility  supervisor  re¬ 
sponsible  for  the  agency  action,  or 
both.  Agency  conferences  may  lead  to 
an  informal  resolution  of  the  dispute. 
However,  unless  the  household  makes 
a  written  withdrawal  of  its  request  for 
a  hearing,  the  agency  conference  shall 
in  no  way  replace  the  fair  hearing  pro¬ 
cess. 

(2)  If  the  request  for  a  hearing  is 
pursued  after  or  instead  of  the  agency 
conference.  State  agencies  shall  dis- 
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pense  with  the  local  level  hearing  and 
shall  schedule  a  State  level  hearing  as 
soon  as  reasonably  possible. 

(3)  The  State  level  hearing  official’s 
decision  shall  be  issued  within  15 
working  days  of  receipt  of  the  request 
for  a  hearing. 

(4)  If  the  State  agency  action  is  not 
upheld,  the  State  agency  shall  provide 
the  household  an  opportunity  to  par¬ 
ticipate  in  the  program  within  two 
working  days  of  the  receipt  of  the 
hearing  official’s  decision. 

(e)  Consolidated  hearings.  State 
agencies  may  respond  to  a  series  of  in¬ 
dividual  requests  for  hearings  by  con¬ 
ducting  a  single  group  hearing.  State 
agencies  may  consolidate  cases  where 
related  issues  of  State  and/or  Federal 
law,  regulation  or  policy  are  being 
raised.  In  all  group  hearings,  the  poli¬ 
cies  governing  individual  hearings 
must  be  followed.  Each  individual 
household  shall  be  permitted  to  pre¬ 
sent  its  own  case  or  have  the  case  pre¬ 
sented  by  a  representative. 

(f)  Notification  of  right  to  request 
hearing.  At  the  time  of  application, 
each  household  shall  be  informed  in 
writing  of  its  right  to  a  hearing,  of  the 
method  by  which  a  hearing  may  be  re¬ 
quested,  and  that  its  case  may  be  pre¬ 
sented  by  a  household  member  or  a 
representative,  such  as  a  legal  counsel, 
a  relative,  a  friend  or  other  spokesper¬ 
son.  If  there  is  an  individual  or  organi¬ 
zation  available  that  provides  free 
legal  representation,  the  household 
shall  also  be  informed  of  the  availabil¬ 
ity  of  that  service.  Hearing  procedures 
shall  be  published  by  the  State  agency 
and  made  available  to  any  interested 
party. 

(g)  Time  period  for  requesting  hear¬ 
ing.  A  household  shall  be  allowed  to 
request  a  hearing  on  any  action  by  the 
State  agency  or  loss  of  benefits  which 
occurred  in  the  prior  12  months.  The 
12  month  period  includes  the  month 
in  which  the  hearing  is  requested. 

(h)  Request  for  hearing.  A  request 
for  a  hearing  is  defined  as  any  clear 
expression,  oral  or  written,  by  the 
household  or  its  representative  that  it 
wishes  to  present  its  case  to  a  higher 
authority.  The  freedom  to  make  such 
a  request  must  not  be  limited  or  inter¬ 
fered  with  in  any  way. 

(i)  State  agency  responsibilities  on 
hearing  requests.  (1)  Upon  request,  the 
State  agency  shall  make  available 
without  charge  the  specific  materials 
necessary  for  a  household  or  its  repre¬ 
sentative  to  determine  whether  a 
hearing  should  be  requested  or  to  pre¬ 
pare  for  a  hearing.  Upon  request,  the 
State  agency  shall  also  help  the 
household  with  its  hearing  request 
and  with-  preparation  of  its  case. 
Households  shall  be  advised  of  any 
legal  services  available  that  can  pro¬ 
vide  representation  at  the  hearing. 

(2)  The  Stcte  agency  shall  process 
each  request  for  a  hearing  under  uni¬ 


form  rules  of  procedure.  The  uniform 
rules  of  procedures  shall  be  available 
for  public  inspection  and  copying.  At  a 
minimum,  the  uniform  rules  of  proce¬ 
dure  shall  include  all  filing  limits  for 
requests  and  appeals,  advance  notifica¬ 
tion  requirements,  expedited  and 
other  hearing  timeliness  standards, 
rules  of  conduct  at  the  hearing,  and 
the  rights  and  responsibilities  of  per¬ 
sons  requesting  a  hearing. 

(j)  Denial  or  dismissal  of  request  for 
hearing.  The  State  agency  shall  not 
deny  or  dismiss  a  request  for  a  hearing 
unless: 

(1)  The  request  is  not  received 
within  the  time  period  specified  in 
paragraph  (g)  of  this  section: 

(2)  The  request  is  withdrawn  in  writ¬ 
ing  by  the  household  or  its  representa¬ 
tive;  or 

(3)  The  household  or  its  representa¬ 
tive  fails,  without  good  cause,  to 
appear  at  the  scheduled  hearing. 

(k)  Continuation  of  benefits.  (1)  If  a 
household  requests  a  fair  hearing  and 
continuation  of  benefits  within  the 
period  provided  by  the  notice  of  ad¬ 
verse  action,  as  set  forth  in  §  273.13, 
and  its  certification  period  has  not  ex¬ 
pired.  the  household’s  participation  in 
the  Program  shall  be  continued  on  the 
basis  authorized  immediately  prior  to 
the  notice  of  adverse  action.  The 
period  provided  by  the  notice  of  ad¬ 
verse  action  as  *  described  in 
§  273.13(a)(l)(i)  begins  with  the  post¬ 
mark  or  the  date  of  receipt  of  the 
notice,  whichever  is  earlier.  If  a  hear¬ 
ing  request  is  not  made  within  the 
period  provided  by  the  notice  of  ad¬ 
verse  action,  benefits  shall  be  reduced 
or  terminated  as  provided  in  the 
notice.  However,  if  the  household  es¬ 
tablishes  that  its  failure  to  make  the 
request  within  the  advance  notice 
period  was  for  good  cause,  the  State 
agency  shall  reinstate  the  benefits  to 
the  prior  basis.  When  benefits  are  re¬ 
duced  or  terminated  due  to  a  mass 
change,  participation  on  the  prior 
basis  shall  be  reinstated  only  if  the 
issue  being  contested  is  that  food 
stamp  eligibility  or  benefits  were  im¬ 
properly  computed  or  that  Federal  law 
or  policy  is  being  misapplied  or  misin¬ 
terpreted  by  the  State  agency. 

(2)  Once  continued  or  reinstated, 
benefits  shall  not  be  reduced  or  termi¬ 
nated  prior  to  the  receipt,  of  the  offi¬ 
cial  hearing  decision  unless: 

(i)  The  certification  period  expires. 
The  household  may  reapply  and  may 
be  determined  eligible  for  a  new  certi¬ 
fication  period  with  a  benefit  amount 
as  determined  by  the  State  agency; 

(ii)  The  hearing  official  makes  a  pre¬ 
liminary  determination,  in  writing  and 
at  the  hearing,  that  the  sole  issue  is 
one  of  Federal  law,  regulation  or 
policy  and  that  the  household’s  claim 
that  the  State  agency  improperly  com¬ 
puted  the  benefits  or  misinterpreted 
or  misapplied  such  law,  regulation  or 
policy  is  invalid; 


(iii)  A  change  affecting  the  house¬ 
hold's  eligibility  or  basis  of  issuance 
occurs  while  the  hearing  decision  is 
pending  and  the  household  fails  to  re¬ 
quest  a  hearing  after  the  subsequent 
notice  of  adverse  action;  or 

(iv)  A  mass  change  affecting  the 
household’s  eligibility  or  basis  of  issu¬ 
ance  occurs  while  the  hearing  decision 
is  pending. 

(3)  The  State  agency  shall  promptly 
inform  the  household  in  writing  if 
benefits  are  reduced  or  terminated 
pending  the  hearing  decision. 

(1)  Notification  of  time  and  place  of 
hearing.  The  time,  date,  and  place  of 
the  hearing  shall  be  convenient  to  the 
household.  Advance  written  notice 
shall  be  provided  to  all  parties  in¬ 
volved  to  permit  adequate  preparation 
of  the  case.  The  notice  shall: 

(1)  Advise  the  household  or  its  rep¬ 
resentative  of  the  name,  address,  and 
phone  number  of  the  person  to  notify 
in  the  event  it  is  not  possible  for  the 
household  to  attend  the  scheduled 
hearing. 

(2)  Specify  that  the  State  agency 
will  dismiss  the  hearing  request  if  the 
household  or  its  representative  fails  to 
appear  for  the  hearing  without  good 
cause. 

(3)  Include  the  State  agency  hearing 
procedures  and  any  other  information 
that  would  provide  the  household 
with  an  understanding  of  the  proceed¬ 
ings  and  that  would  contribute  to  the 
effective  presentation  of  the  house¬ 
hold’s  case. 

(4)  Explain  that  the  household  or 
representative  may  examine  the  case 
file  prior  to  the  hearing. 

(m)  Hearing  official.  Hearings  shall 
be  conducted  by  an  impartial 
official(s)  who  does  not  have  any  per¬ 
sonal  stake  or  involvement  in  the  case 
and  who  was  not  directly  involved  in 
the  initial  determination  of  the  action 
which  is  being  contested.  State  level 
hearings  shall  be  conducted  by  state 
level  personnel  and  shall  not  be  con¬ 
ducted  by  local  level  personnel. 

(1)  Designation  of  hearing  official. 
The  hearing  official  shall  be: 

(1)  An  employee  of  the  State  agency; 

(ii)  An  individual  under  contract 
with  the  State  agency; 

(iii)  An  employee  of  another  public 
agency  designated  by  the  State  agency 
to  conduct  hearings; 

(iv)  A  member  or  official  of  a  statu¬ 
tory  board  or  other  legal  entity  desig¬ 
nated  by  the  State  agency  to  conduct 
hearings;  or 

(v)  An  executive  officer  of  the  State 
agency,  a  panel  of  officials  of  the 
State  agency  or  a  person  or  persons 
expressly  appointed  to  conduct  State 
level  hearings  or  to  review  State  and/ 
or  local  level  hearing  decisions. 

(2)  Power  and  duties.  The  hearing 
official  shall: 

(i)  Administer  oaths  or  affirmations 
if  required  by  the  State; 
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(ii)  Ensure  that  all  relevant  issues 
are  considered; 

(iii)  Request,  receive  and  make  part 
of  the  record  all  evidence  determined 
necessary  to  decide  the  issues  being 
raised; 

(iv)  Regulate  the  conduct  and  course 
of  the  hearing  consistent  with  due 
process  to  ensure  an  orderly  hearing; 

(v)  Order,  where  relevant  and  useful, 
an  independent  medical  assessment  or 
professional  evaluation  from  a  source 
mutually  satisfactory  to  the  house¬ 
hold  and  the  State  agency; 

(vi)  Render  a  hearing  decision  in  the 
name  of  the  State  agency,  in  accor¬ 
dance  with  paragraph  (p)  of  this  sec¬ 
tion,  which  will  resolve  the  dispute. 

(n)  Attendance  at  hearing.  The  hear¬ 
ing  shall  be  attended  by  a  representa¬ 
tive  of  the  State  agency  which  initiat¬ 
ed  the  action  being  contested  and  by 
the  household  and/or  its  representa¬ 
tive.  The  hearing  may  also  be  attend¬ 
ed  by  friends  or  relatives  of  the  house¬ 
hold  and  the  public,  upon  household 
consent. 

(o)  Conduct  of  hearing.  The  house¬ 
hold  may  not  be  familiar  with  the 
rules  of  order  and  it  may  be  necessary 
to  make  particular  efforts  to  arrive  at 
the  facts  of  the  case  in  a  way  that 
makes  the  household  feel  most  at 
ease.  The  household  or  its  representa¬ 
tive  must  be  given  adequate  opportu¬ 
nity  to; 

(1)  Examine  all  documents  and  re¬ 
cords  to  be  used  at  the  hearing  at  a 
reasonable  time  before  the  date  of  the 
hearing  as  well  as  during  the  hearing. 
The  contents  of  the  case  file  including 
the  application  form  and  documents 
of  verification  used  by  the  State 
agency  to  establish  the  household’s  in¬ 
eligibility  or  eligibility  and  allotment 
shall  be  made  available,  provided  that 
confidential  information  is  protected 
from  release.  The  State  agency  shall 
provide  free  copies  of  the  relevant  por¬ 
tions  of  the  case  file  if  requested  by 
the  household  or  its  representative. 
Confidential  information  that  is  pro¬ 
tected  from  release  and  other  docu¬ 
ments  or  records  which  the  household 
will  not  otherwise  have  an  opportunity 
to  contest  or  challenge  shall  not  be  in¬ 
troduced  at  the  hearing  or  affect  the 
hearing  official’s  decision. 

(2)  Present  the  case  or  have  it  pre¬ 
sented  by  a  legal  counsel  or  other 
person. 

(3)  Bring  witnesses. 

(4)  Advance  arguments  without 
undue  interference. 

(5)  Question  or  refute  any  testimony 
or  evidence,  including  an  opportunity 
to  confront  and  cross-examine  adverse 
witnesses. 

(6)  Submit  evidence  to  establish  all 
pertinent  facts  and  circumstances  in 
the  case. 

(p)  Hearing  decisions.  (1)  Decisions 
of  the  hearing  official  shall  comply 
with  Federal  law,  regulations  or  policy 


and  shall  be  factually  based  on  the 
hearing  record.  The  verbatim  tran¬ 
script  or  recording  of  testimony  and 
exhibits,  or  an  official  report  contain¬ 
ing  the  substance  of  what  transpired 
at  the  hearing,  together  with  all 
papers  and  requests  filed  in  the  pro¬ 
ceeding  shall  constitute  the  exclusive 
record  for  a  final  decision  by  the  hear¬ 
ing  official.  This  record  shall  be  re¬ 
tained  in  accordance  with  §  272.2(f). 
This  record  shall  also  be  available,  for 
copying  and  inspection,  to  the  house¬ 
hold  or  its  representative  at  any  rea¬ 
sonable  time. 

(2)  A  decision  by  the  hearing  official 
shall  be  binding  on  the  State  agency 
and  shall  summarize  the  facts  of  the 
case,  specify  the  reasons  for  the  deci¬ 
sion,  and  identify  the  supporting  evi¬ 
dence  and  the  pertinent  FNS  regula¬ 
tions  or  policy.  The  decision  shall 
become  a  part  of  the  record. 

(3)  The  household  and  the  local 
agency  shall  each  be  notified  in  writ¬ 
ing  of:  the  decision;  the  reasons  for 
the  decision  in  accordance  with  para¬ 
graph  (p)(2)  of  this  section;  and  the 
available  appeal  rights.  The  notice 
shall  advise  that  an  appeal  request 
will  not  affect  the  hearing  official’s 
decision,  but  that  an  appeal  may 
result  in  a  reversal  of  the  decision 
which  could  ultimately  result  in  either 
a  claim  against  the  household  for  an 
overissuance  or  in  the  restoration  to 
the  household  of  any  lost  benefits. 
The  following  are  the  available  appeal 
rights: 

(i)  After  a  State  level  hearing  deci¬ 
sion  which  upholds  the  State  agency 
action,  the  household  shall  be  notified 
of  the  right  to  pursue  judicial  review 
of  the  claim. 

(ii)  After  a  local  level  hearing  deci¬ 
sion  which  upholds  the  state  agency 
action,  the  household  shall  be  advised 
of  the  right  to  appeal  to  the  State 
agency  for  a  review  of  the  decision 
based  on  the  hearing  record,  and  of 
the  right  to  request  a  completely  new 
State  agency  level  hearing,  and  of  the 
difference  between  the  two  appeal 
procedures  to  enable  the  household  to 
make  the  proper  choice  if  it  wishes  to 
appeal. 

(iii)  After  a  local  level  hearing  which 
is  decided  in  favor  of  the  household, 
the  local  agency  shall  be  advised  of 
the  right  to  appeal  to  the  State  agency 
for  a  review  of  the  decision  based  on 
the  hearing  record,  and  of  the  right  to 
request  a  completely  new  State  agency 
level  hearing. 

(4)  If  the  household  or  the  State 
agency  wishes  to  appeal  a  local  level 
hearing  decision,  the  appeal  request 
must  be  filed  within  15  days  of  receipt 
of  the  hearing  decision  notice.  The 
notice  is  considered  received  two  days 
after  the  postmark  date.  Within  45 
days  of  receipt  of  any  request  for  a 
State  level  review  of  the  decision  or 
for  a  new  State  level  hearing,  the 


State  agency  must  conduct  the  review 
or  the  hearing,  arrive  at  a  decision  and 
reflect  the  decision  on  the  coupon  al¬ 
lotment.  Unless  a  new  hearing  is  spe¬ 
cifically  requested  by  the  household  or 
the  local  agency,  the  State  agency 
hearing  official  will  review  the  local 
level  hearing  record  to  determine  if 
the  local  decision  was  supported  by 
substantial  evidence.  State  agency 
review  procedures  shall  provide  for  no¬ 
tifying  the  local  agency  and  the  house¬ 
hold,  by  Certified  Mail-Return  Receipt 
Requested,  that  each  may  file  a  sum¬ 
mary  of  arguments  which  shall 
become  a  part  of  the  record  if  timely 
received.  Both  parties  shall  be  advised 
that  failure  to  file  a  summary  will  not 
be  considered  in  deciding  the  case  and 
that  the  summary  must  be  post¬ 
marked  within  10  days  of  receipt  of 
the  notice. 

(5)  All  State  agency  hearing  records 
and  decisions  shall  be  available  for 
public  inspection  and  copying,  subject 
to  the  disclosure  safeguards  provided 
in  §  272.2(c). 

(q)  Implementation  of  local  level 
hearing  decision.  (1)  In  the  event  the 
local  hearing  decision  upholds  the 
State  agency  action,  any  benefits  to 
the  household  which  were  continued 
pending  the  hearing  shall  be  discon¬ 
tinued  beginning  with  the  next  sched¬ 
uled  issuance,  regardless  of  whether  or 
not  an  appeal  is  filed.  Collection 
action  for  any  claims  against  the 
household  for  overissuances  shall  be 
postponed  until  the  15  day  appeal  re¬ 
quest  period  has  elapsed,  or  if  an 
appeal  is  requested,  until  the  State 
agency  upholds  the  decision  of  the 
local  hearing  official. 

(2)  In  the  event  the  local  hearing  of¬ 
ficial  decides  in  favor  of  the  house¬ 
hold,  benefits  to  the  household  shall 
be  reinstated,  as  required  by  the  deci¬ 
sion,  within  the  time  limits  specified  in 
paragraph  (c)  of  this  section,  regard¬ 
less  of  whether  or  not  a  appeal  is  filed. 
Action  to  issue  lost  benefits  to  the 
household  shall  be  postponed  until  it 
is  determined  that  the  local  agency 
will  not  appeal  the  decision,  or  until 
the  State  agency  upholds  the  decision 
of  the  local  hearing  official. 

(r)  Implementation  of  final  State 
agency  decisions.  The  State  agency  is 
responsible  for  ensuring  that  all  final 
hearing  decisions  are  reflected  in  the 
household’s  coupon  allotment  within 
the  time  limits  specified  in  paragraph 
(c)  of  this  section. 

(1)  When  the  hearing  official  deter¬ 
mines  that  a  household  has  been  im¬ 
properly  denied  program  benefits  or 
has  been  issued  a  lesser  allotment 
than  was  due,  lost  benefits  shall  be 
provided  to  the  household  in  accor¬ 
dance  with  §  273.17. 

(2)  When  the  hearing  official  up¬ 
holds  the  State  agency’s  action,  a 
claim  against  the  household  for  any 
overissuances  shall  be  prepared  in  ac¬ 
cordance  with  §  273.18. 
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(s)  Review  of  appeals  of  local  level 
decisions.  State  agencies  which  adopt 
a  local  level  hearing  system  shall  es¬ 
tablish  a  procedure  for  monitoring 
local  level  hearing  decisions.  The 
number  of  local  level  decisions  over¬ 
turned  upon  appeal  to  a  State  level 
hearing  shall  be  examined.  If  the 
number  of  reversed  decisions  is  exces¬ 
sive,  the  State  agency  shall  take  cor¬ 
rective  action. 

(t)  FNS  review  of  decisons  contrary 
to  federal  law  or  regulations.  [Re¬ 
served] 

§  273.16  Fraud  disqualification. 

(a)  Fraud  disqualification  penalties. 
Individuals  found  to  have  committed 
fraud  at  an  administrative  fraud  hear¬ 
ing  shall  be  ineligible  to  participate  in 
the  Program  for  three  months.  Indi¬ 
viduals  found  guilty  of  criminal  or 
civil  fraud  by  a  court  of  appropriate 
jurisdiction  shall  be  ineligible  for  not 
less  than  six  months  and  not  more 

-  than  twenty-four  months  as  deter¬ 
mined  by  the  court.  State  agencies 
shall  disqualify  only  the  individual 
and  not  the  entire  household. 

(b)  Definition  of  fraud.  Fraud  in¬ 
cludes  any  action  by  an  individual  to 
knowingly,  willfully  and  with  deceitful 
intent: 

(1)  Make  a  false  statement  to  the 
State  agency,  either  orally  or  in  writ¬ 
ing,  to  obtain  benefits  to  which  the 
household  is  not  entitled; 

(2)  Conceal  information  to  obtain 
benefits  to  which  the  household  is  not 
entitled; 

(3)  Alter  coupons  or  authorization 
cards; 

(4)  Use  coupons  to  buy  ineligible 
items  such  as  alcohol  or  tobacco; 

(5)  Use  improperly  obtained  coupons 
or  authorization  cards; 

(6)  Give  or  sell  coupons  or  authoriza¬ 
tion  cards  to  someone  not  authorized 
to  accept  them  and  who  does  not  use 
them  entirely  for  the  benefit  of  the 
household;  or 

(7)  Commit,  or  conspire  to  commit, 
any  other  fraudulent  act  to  get  food 
stamp  benefits  in  a  manner  not  autho¬ 
rized  by  Federal  law  or  regulation. 

(c)  Notification  to  applicant  house¬ 
holds.  The  State  agency  shall  inform 
the  household  in  writing  of  the  dis¬ 
qualification  penalties  for  committing 
fraud  each  time  it  applies  for  program 
benefits.  The  penalties  shall  be  writ¬ 
ten  in  clear,  prominent,  and  boldface 
lettering  on  the  application  form. 

(d)  Administrative  disqualification. 
An  administrative  fraud  hearing  shall 
be  initiated  by  the  State  agency  when¬ 
ever  the  State  agency  has  documented 
evidence  to  substantiate  that  a  cur¬ 
rently  participating  household 
member  has  committed  fraud  as  de¬ 
fined  in  paragraph  (b)  of  this  section 
and  the  State  agency  believes  the 
household  member  should  be  disquali¬ 
fied.  Fraud  hearings  shall  not  be  con¬ 


ducted  if  the  amount  the  State  agency 
suspects  has  been  fraudulently  ob¬ 
tained  is  less  than  $35.  The  burden  of 
proving  fraud  is  on  the  State  agency. 
If  the  household  member  is  not  eligi¬ 
ble  or  is  not  certified  when  the  sus¬ 
pected  fraud  is  discovered,  the  State 
agency  shall  initiate  the  hearing  when 
the  household  member  becomes  eligi¬ 
ble  and  is  participating.  Even  though 
other  legal  action  is  planned  against 
the  household  member,  the  hearing 
may  still  be  conducted. 

(1)  Consolidation  of  administrative 
fraud  hearing  with  /air  hearing.  The 
State  agency  may  combine  a  fair  hear¬ 
ing  and  an  administrative  fraud  hear¬ 
ing  into  a  single  hearing  if  the  factual 
issues  arise  out  of  the  same,  or  related, 
circumstances  and  the  household  re¬ 
ceives  prior  notice. 

(2)  Fraud  hearing  procedures,  (i) 
State  agencies  may  adopt  a  system  of 
providing  administrative  fraud  hear¬ 
ings  only  at  the  State  level  or  it  may 
adopt  a  system  of  providing  a  local 
hearing  in  some  or  all  of  its  project 
areas  with  a  right  to  appeal  to  a  State 
level  hearing.  The  system  adopted 
need  not  be  the  same  as  the  system 
adopted  for  providing  fair  hearings  re¬ 
quested  by  households. 

(ii)  The  provisions  of  §273.15  (m), 
(o),  and  (p)(l)  are  also  applicable  for 
fraud  hearings. 

(iii)  Within  60  days  of  the  date  the 
household  member  is  notified  in  writ¬ 
ing  that  the  hearing  has  been  sched¬ 
uled,  or  within  60  days  of  the  date  the 
household  appeals  its  case  to  a  State 
level  hearing,  the  State  agency  shall 
conduct  the  hearing,  arrive  at  a  deci¬ 
sion  and  initiate  administrative  action 
which  will  make  the  decision  effective. 
The  household  member  or  representa¬ 
tive  is  entitled  to  a  postponement  of 
up  to  30  days.  If  the  hearing  is  post¬ 
poned,  the  60  day  time  limit  shall  be 
extended  for  as  many  days  as  the 
hearing  is  postponed. 

(3)  Advance  notice  of  hearing,  (i) 
The  State  agency  shall  provide  written 
notice  to  the  household  member  sus¬ 
pected  of  fraud  at  least  30  days  in  ad¬ 
vance  of  the  hearing.  The  notice  shall 
be  mailed  Certified  Mail— Return  Re¬ 
ceipt  Requested  and  shall  contain,  at  a 
minimum: 

(A)  The  date,  time,  and  place  of  the 
hearing; 

(B)  The  charge  against  the  house¬ 
hold  member; 

(C)  A  summary  of  the  evidence,  and 
how  and  where  it  can  be  examined; 

(D)  A  warning  that  the  decision  will 
be  based  solely  on  information  pro¬ 
vided  by  the  food  stamp  office  if  the 
household  member  fails  to  appear  at 
the  hearing; 

(E)  A  warning  that  a  determination 
of  fraud  will  result  in  a  three  month 
disqualification; 

(F)  A  Listing  of  the  household  mem¬ 
ber’s  rights  as  contained  in  §  273.15(0); 
and 


(G)  A  statement  that  the  hearing 
does  not  preclude  the  State  or  Federal 
Government  from  prosecuting  the 
household  member  for  fraud  in  a  civil 
or  criminal  court  action,  or  from  col¬ 
lecting  the  overissuance. 

(ii)  A  copy  of  the  State’s  published 
hearing  procedures  shall  be  attached 
to  the  advance  notice. 

(iii)  The  following  advance  notice  is 
a  model  format  and  shall  be  used 
unless  FNS  approves  a  deviation.  Devi¬ 
ations  shall  be  granted  under  the  same 
conditions  deviations  from  the  applica¬ 
tion  form  are  granted  in  §  273.2(b). 

Food  Stamp  Program 

Advance  Notice  op  Fraud  Hearing 

Date - 

Case  No. - 

To:  (Name  of  Household  Member) 

(address) 

(City,  State  Zip  Code) 

We  have  reason  to  believe  you  may  have 

committed  FRAUD  because: - 

(Sum arize  evidence) - 

A  HEARING  has  been  scheduled  to  exam¬ 
ine  the  facts  of  your  case.  The  hearing  will 
be  held  at: 

Time - 

Date - 

Place - 

If  the  hearing  finds  that  you  have  com¬ 
mitted  fraud,  you  will  not  get  food  stamps 
for  THREE  MONTHS.  Therefore,  it  is  im¬ 
portant  that  you  be  at  the  hearing.  If  you 
are  not  there,  a  decision  will  be  based  on  in¬ 
formation  provided  by  the  food  stamp 
office.  Please  call  the  food  stamp  office  if 
you  cannot  be  at  the  hearing  for  a  good 
reason,  and  we  will  try  to  get  the  date 
changed.  A  copy  of  the  steps  involved  in  a 
hearing  is  enclosed.  Even  though  this  hear¬ 
ing  is  scheduled,  this  does  not  prevent  the 
State  or  Federal  Government  from  pros¬ 
ecuting  you  for  fraud  in  a  court  or  from 
asking  that  you  pay  back  in  cash  the  value 
of  any  coupons  your  household  was  not  eli¬ 
gible  to  receive.  If  you  have  any  questions 
or  you  need  the  name  and  phone  number  of 
someone  who  can  give  you  free  legal  advice 
(if  available),  please  call  the  Food  Stamp 
Office  at - . 


Signature  of  State  agency  representative 
YOU  HAVE  THE  RIGHT  TO- 

1.  Look  at  the  evidence  that  will  be  used 
at  the  hearing,  both  before  and  during  the 
hearing.  Please  call  the  Food  Stamp  Office 
if  you  wish  to  look  at  the  evidence  before 
the  hearing. 

2.  Present  your  own  case  or  have  someone 
present  your  case  for  you,  such  as  a  lawyer, 
a  friend,  relative,  or  a  community  worker. 

3.  Bring  your  own  witnesses. 

4.  Argue  your  case  freely. 

5.  Question  any  statements  or  evidence 
made  against  you. 

6.  Bring  any  evidence  you  may  have  that 
would  support  your  case. 

(4)  Scheduling  of  hearing.  Reason¬ 
able  efforts  shall  be  made  to  schedule 
the  hearing  at  a  time  and  place  conve¬ 
nient  to  the  household  member  sus¬ 
pected  of  fraud.  If  the  household 
member  or  its  representative  cannot 
be  located  or  fails  to  appear  at  the 
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hearing  without  good  cause,  the  hear¬ 
ing  shall  be  conducted  without  the 
household  member  represented.  Even 
though  the  household  member  is  not 
represented,  the  hearing  official  is  re¬ 
quired  to  carefully  consider  the  evi¬ 
dence  and  determine  if  fraud  was  com- 
mited  based  on  clear  and  convincing 
evidence.  If  the  household  member  is 
found  to  have  committed  fraud  but  a 
hearing  official  later  determines  that 
the  household  member  or  representa¬ 
tive  failed  to  appear  with  good  cause, 
the  previous  decision  shall  no  longer 
remain  valid  and  the  State  agency 
shall  conduct  a  de  novo  hearing.  The 
household  member  has  10  days  from 
receipt  of  the  fraud  notice  to  present 
reasons  indicating  a  good  cause  for 
failure  to  appear.  A  hearing  official 
must  enter  the  good  cause  decision 
into  the  record. 

(5)  Participation  while  awaiting  a 
hearing.  Since  the  State  agency 
cannot  disqualify  a  household  member 
for  fraud  until  the  hearing  official 
finds  that  the  individual  has  commit¬ 
ted  fraud,  the  State  agency  shall  de¬ 
termine  the  eligibility  and  benefit 
level  of  the  household  in  the  same 
manner  it  would  be  determined  for 
any  other  household.  For  example, 
the  household’s  benefits  shall  be  ter¬ 
minated  if  the  certification  period  has 
expired  and  the  household  after  re¬ 
ceiving  its  notice  of  expiration,  fails  to 
reapply.  The  State  agency  shall  also 
reduce  or  terminate  the  household’s 
benefits  if  the  State  agency  has  facts 
to  substantiate  that  the  household  is 
ineligible  or  eligible  for  fewer  benefits 
(even  if  these  facts  led  to  the  suspicion 
of  fraud  and  the  resulting  fraud  hear¬ 
ing)  and  the  household  fails  to  con¬ 
test.  For  example,  the  State  agency 
may  have  facts  to  substantiate  that  a 
household  failed  to  report  a  change  in 
its  circumstances  even  though  the 
State  agency  has  not  yet  demonstrat¬ 
ed  that  the  failure  to  report  was 
caused  by  fraud. 

(6)  Criteria  for  determining  fraud. 
The  hearing  authority  shall  base  the 
determination  of  fraud  on  clear  and 
convincing  evidence  which  demon¬ 


strates  that  the  household  member 
knowingly,  willfully  and  with  deceitful 
intent  committed  fraud,  as  defined  in 
paragraph  (b)  of  this  section. 

(7)  Decision  format  The  hearing  of¬ 
ficial’s  decision  shall  specify  the  rea¬ 
sons  for  the  decision,  identify  the  sup¬ 
porting  evidence,  identify  the  perti¬ 
nent  regulation  or  policy,  and  respond 
to  reasoned  arguments  made  by  the 
household  member  or  representative. 

(8)  Appeal  rights  of  the  household 
member.  If  the  hearing  official  rules 
that  the  household  member  has  com¬ 
mitted  fraud,  the  household  member 
may  appeal  the  decision,  as  follows: 

(i)  Appeal  after  local  hearing.  (A)  A 
household  member  found  to  have  com¬ 
mitted  fraud  by  a  local  hearing  au¬ 
thority  has  15  days  after  the  member 
receives  the  local  hearing  decision 
notice  to  appeal  the  decision  to  a  State 
level  hearing.  State  agencies  shall  mail 
the  notice  by  Certified  Mail— Return 
Receipt  Requested.  If  a  State  level 
hearing  is  not  requested  within  the  15- 
day  period,  the  household  member 
shall  be  disqualified  for  three  months 
beginning  with  the  first  calendar 
month  after  the  15-day  period  has  ex¬ 
pired.  If,  however,  the  household 
member  requests  a  State  level  hearing 
within  the  15-day  period,  the  house¬ 
hold  member  shall  not  be  disqualified 
unless  the  State  level  hearing  also 
finds  the  household  member  has  com¬ 
mitted  fraud. 

(B)  If  a  State  level  hearing  is  re¬ 
quested,  a  de  novo  hearing  shall  be 
conducted  in  every  case  and  a  decision 
rendered  within  60  days  of  the  re¬ 
quest.  In  a  de  novo  hearing  the  prior 
decision  is  not  taken  into  consider¬ 
ation. 

(ii)  Appeal  after  State  level  hearing. 
After  a  household  member  has  been 
found  to  have  committed  fraud  by  a 
State  level  hearing  official,  the  house¬ 
hold  member  shall  be  disqualified  for 
three  months  beginning  with  the  first 
calendar  month  which  follows  the 
date  the  household  member  has  re¬ 
ceived  the  State  level  hearing  notice. 
No  further  administrative  appeal  pro¬ 


cedure  exists  after  an  adverse  State 
level  hearing.  The  determination  of 
fraud  made  by  a  fraud  hearing  official 
cannot  be  reversed  by  a  subsequent 
fair  hearing  decision.  The  household 
member  is,  however,  free  to  appeal  the 
case  to  a  court.  The  period  of  disquali¬ 
fication  may  be  subject  to  stay  or  in¬ 
junction  in  a  court  of  appropriate  ju¬ 
risdiction. 

(9)  Notification  of  hearing  decision. 
(i)  If  the  hearing  finds  that  the  house¬ 
hold  member  did  not  commit  fraud, 
the  State  agency  shall  provide  a  writ¬ 
ten  notice  which  informs  the  house¬ 
hold  member  of  the  decision. 

(ii)  If  the  administrative  fraud  hear¬ 
ing  finds  that  the  household  member 
committed  fraud,  the  State  agency 
shall  mail  a  written  notice  to  the 
household  member  prior  to  disqualifi¬ 
cation.  The  notice  shall  inform  the 
household  member  of  the  decision,  the 
reason  for  the  decision  and  notify  the 
remaining  household  members,  if  any, 
of  either  the  allotment  they  will  re¬ 
ceive  during  the  period  of  disqualifica¬ 
tion  or  that  they  must  reapply  be¬ 
cause  the  certification  period  has  ex¬ 
pired.  The  procedures  for  handling 
the  income  and  resources  of  the  dis¬ 
qualified  member  are  described  in 
§273.11.  For  State  level  decisions,  the 
notice  shall  inform  the  household 
member  of  the  date  disqualification 
will  take  effect.  For  local  level  deci¬ 
sions,  the  notice  shall  inform  the 
household  member  of  the  deadline  for 
requesting  a  State  level  hearing,  the 
date  disqualification  will  take  effect 
unless  a  State  level  hearing  is  request¬ 
ed  and  that  benefits  will  be  continued 
pending  a  State  level  hearing  if  the 
household  is  otherwise  eligible.  A  list 
of  the  household  member’s  rights  as 
contained  in  §  273.15(o)  and  the  State 
level  hearing  procedures  shall  be  en¬ 
closed  with  the  local  fraud  hearing  de¬ 
cision  notice. 

(iii)  The  following  are  model  forms 
for  notifying  individuals  that  they 
have  been  found  to  have  committed 
fraud  at  an  administrative  fraud  hear¬ 
ing: 
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(e)  Court  imposed  disqualifications. 

(1)A  court  or  appropriate  jurisdiction, 
with  either  the  State,  a  political  subdi¬ 
vision  of  the  State,  or  the  United 
States  as  prosecutor  or  plaintiff,  may 
order  an  individual  disqualified  from 
participation  in  the  Program  for  not 
less  than  six  months  and  not  more 
than  twenty-four  months  if  the  court 
finds  that  individual  guilty  of  civil  or 
criminal  fraud.  Court  ordered  disquali¬ 
fications  may  be  imposed  separate  and 
apart  from  any  action  taken  by  the 
State  agency  to  disqualify  the  individ¬ 
ual  through  an  administrative  fraud 
hearing. 

(2)  State  agencies  are  encouraged  to 
prosecute  food  stamp  fraud  under 
State  or  local  fraud  statutes  whenever 
possible.  The  State  agency  shall 
confer  with  its  legal  representative  to 
determine  the  types  of  cases  which 
will  be  accepted  for  possible  prosecu¬ 
tion.  State  agencies  shall  also  encour¬ 
age  State  and  local  prosecutors  to  rec¬ 
ommend  to  the  courts  that  a  disquali¬ 
fication  penalty  as  provided  in  section 
6(b)  of  the  Food  Stamp  Act  be  im¬ 
posed  in  addition  to  any  other  civil  or 
criminal  fraud  penalties. 

(3)  State  agencies  shall  disqualify  an 
individual  found  guilty  of  fraud  by  the 
courts  only  if  the  court  orders  dis¬ 
qualification  and  only  for  the  length 
of  time  specified  by  the  court.  If  dis¬ 
qualification  is  ordered  but  a  date  for 
initiating  the  disqualification  period  is 
not  specified,  the  State  agency  shall 
initiate  the  disqualification  period 
with  the  first  calendar  month  follow¬ 
ing  the  date  the  disqualification  was 
ordered.  A  court  ordered  disqualifica¬ 
tion  may  run  concurrently  with  the 
three  month  period  of  disqualification 
imposed  as  a  result  of  an  administra¬ 
tive  fraud  hearing.  The  State  agency 
shall  not  initiate  or  continue  a  court 
imposed  or  administratively  imposed 
fraud  disqualification  period  contrary 
to  a  court  order. 

(f)  Overturned  fraud  disqualifica¬ 
tions.  In  cases  where  the  determina¬ 
tion  of  fraud  is  overturned  or  reversed 
by  a  court  of  appropriate  jurisdiction, 
the  State  agency  shall  reinstate  the  in¬ 
dividual  in  the  Program  if  the  house¬ 
hold  is  eligible.  The  State  agency  shall 
restore  any  benefits  that  were  lost  as  a 
result  of  the  disqualification  in  accor¬ 
dance  with  the  procedures  specified  in 
§  273.17(e). 

§  273.17  Restoration  of  lost  benefits. 

(a)  Entitlement  (1)  Whenever  a 
household  receives  fewer  benefits  than 
it  is  entitled  to  receive,  and  the  loss 
was  not  caused  by  the  household,  the 
State  agency  shall  restore  to  the 
household  those  benefits  which  were 
lost,  except  that  benefits  shall  not  be 
restored  if  lost  more  than  12  months 
prior  to: 

(i)  The  month  the  State  agency  was 
notified  by  the  household  or  by  an¬ 


other  person  or  agency  in  writing  or 
orally  of  the  possible  loss  to  that  spe¬ 
cific  household; 

(ii)  The  month  the  State  agency  dis¬ 
covers  in  the  normal  course  of  busi¬ 
ness  that  a  loss  to  a  specific  household 
has  occurred;  or 

(iii)  The  date  the  household  request¬ 
ed  a  fair  hearing  to  contest  the  ad¬ 
verse  action  which  resulted  in  the  loss. 

(2)  Benefits  shall  be  restored  even  if 
the  household  is  currently  ineligible. 

(b)  Errors  discovered  by  the  State 
agency.  If  the  State  agency  determines 
that  a  loss  of  benefits  has  occurred, 
and  the  loss  was  not  caused  by  the 
household,  the  State  agency  shall 
automatically  take  action  to  restore 
any  benefits  that  were  lost.  No  action 
by  the  household  is  necessary.  Howev¬ 
er,  benefits  shall  not  be  restored  if  the 
benefits  were  lost  more  than  12 
months  prior  to  the  month  the  loss 
was  discovered  by  the  State  agency  in 
the  normal  course  of  business,  or  were 
lost  more  than  12  months  prior  to  the 
month  the  State  agency  was  notified 
in  writing  or  orally  of  a  possible  loss  to 
a  specific  household.  The  State  agency 
shall  notify  the  household  of  its  enti¬ 
tlement,  the  amount  of  benefits  to  be 
restored,  any  offsetting  that  was  done, 
the  method  of  restoration,  and  the 
right  to  appeal  through  the  fair  hear¬ 
ing  process  if  the  household  disagrees 
with  any  aspect  of  the  proposed  lost 
benefit  restoration. 

(c)  Disputed  benefits.  (1)  If  the  State 
agency  determines  that  a  household  is 
entitiled  to  restoration  of  lost  benefits, 
but  the  household  does  not  agree  with 
the  amount  to  be  restored  as  calculat¬ 
ed  by  the  State  agency  or  any  other 
action  taken  by  the  State  agency  to  re¬ 
store  lost  benefits,  the  household  may 
request  a  fair  hearing  within  12 
months  of  the  month  the  household  is 
notified  of  its  entitlement  to  restora¬ 
tion  of  lost  benefits.  If  a  fair  hearing  is 
requested  prior  to  or  during  the  time 
lost  benefits  are  being  restored,  the 
household  shall  receive  the  lost  bene¬ 
fits  as  determined  by  the  State  agency 
pending  the  results  of  the  fair  hear¬ 
ing.  If  the  fair  hearing  decision  is  fa¬ 
vorable  to  the  household,  the  State 
agency  shall  restore  the  lost  benefits 
in  accordance  with  that  decision. 

(2)  If  a  household  believes  it  is  enti¬ 
tled  to  restoration  of  lost  benefits  but 
the  State  agency,  after  reviewing  the 
casefile,  does  not  agree,  the  household 
has  12  months  from  the  date  of  the 
State  agency  determination  to  request 
a  fair  hearing.  The  State  agency  shall 
restore  lost  benefits  to  the  household 
only  if  the  fair  hearing  decision  is  fa¬ 
vorable  to  the  household.  Benefits  lost 
more  than  12  months  prior  to  the  date 
the  State  agency  was  initially  in¬ 
formed  of  the  household’s  possible  en¬ 
titlement  to  lost  benefits  shall  not  be 
restored. 

(d)  Computing  the  amount  to  be  re¬ 
stored.  After  correcting  the  loss  for 


future  months  and  excluding  those 
months  for  which  benefits  may  have 
been  lost  prior  to  the  12  month  time 
limits  described  in  paragraph  (b)  and 
(c)  of  this  section,  the  State  agency 
shall  calculate  the  amount  to  be  re¬ 
stored  as  follows:  (1)  If  the  loss  result¬ 
ed  in  an  incorrect  allotment,  but  the 
household  was  determnined  to  be  eligi¬ 
ble,  the  loss  of  benefits  shall  be  calcu¬ 
lated  only  for  those  months  the  house¬ 
hold  participated.  If  the  loss  was 
caused  by  an  incorrect  delay,  denial,  or 
termination  of  benefits,  the  months 
affected  by  the  loss  shall  be  calculated 
as  follows: 

(1)  If  an  eligible  household’s  applica¬ 
tion  was  erroneously  denied,  or  the 
State  agency  delayed  benefits  to  an 
eligible  household  more  than  60  days 
after  the  initial  application  was  filed, 
the  month  the  loss  initially  occurred 
shall  begin  with  the  month  of  applica¬ 
tion.  If  benefits  are  delayed  less  than 
60  days  from  the  date  the  application 
was  filed,  the  State  agency  shall  pro¬ 
vide  benefits  retroactive  to  the  month 
of  application  rather  than  in  the  form 
of  lost  benefits.  If  an  eligible  house¬ 
hold  that  timely  reapplied  was  not 
provided  an  opportunity  to  participate 
in  the  month  following  the  expiration 
of  its  certification  period,  the  month 
loss  initially  occurred  shall  be  the  first 
month  following  the  receipt  of  the 
household’s  last  allotment. 

(ii)  If  a  household’s  benefits  were  er¬ 
roneously  terminated,  the  month  the 
loss  initially  occurred  shall  begin  with 
the  first  month  benefits  were  not  re¬ 
ceived  as  a  result  of  the  erroneous 
action. 

(iii)  After  computing  the  date  the 
loss  initially  occurred,  the  loss  shall  be 
calculated  for  each  month  subsequent 
to  that  date  until  either  the  first 
month  the  error  is  corrected,  the  first 
month  the  household  is  found  ineligi¬ 
ble,  or  the  first  month  the  household 
reapplied. 

(2)  Fcr  each  month  affected  by  the 
loss,  the  State  agency  shall  determine 
if  the  household  was  actually  eligible. 
In  cases  where  there  is  no  information 
in  the  household’s  case  file  to  docu¬ 
ment  that  the  household  was  actually 
eligible,  it  is  the  household’s  responsi¬ 
bility  to  provide  the  necessary  infor¬ 
mation  to  determine  eligibility  for 
these  months.  For  each  month  the 
household  cannot  provide  the  neces¬ 
sary  information  to  demonstrate  its 
eligibility,  the  household  shall  be  con¬ 
sidered  ineligible. 

(3)  For  the  months  the  household 
was  eligible,  the  State  agency  shall 
calculate  the  allotment  the  household 
should  have  received.  If  the  household 
received  a  smaller  allotment  than  it 
was  eligible  to  receive,  the  difference 
between  the  actual  and  correct  allot¬ 
ments  equals  the  amount  to  be  re¬ 
stored. 

(4)  If  a  claim  against  a  household  is 
unpaid  or  held  in  suspense  as  provided 
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in  §273.18,  the  amount  to  be  restored 
shall  be  offset  against  the  amount  due 
on  the  claim  before  the  balance,  if 
any,  is  restored  to  the  household.  In 
cases  where  the  initial  allotment  is  re¬ 
ceived  within  60  days  of  the  date  the 
application  is  filed  and  is  paid  retroac¬ 
tive  to  the  month  of  application,  the 
retroactive  payment  shall  not  be  re¬ 
duced  to  offset  claims. 

(e)  Lost  benefits  to  individuals  dis¬ 
qualified  for  fraud.  Individuals  dis¬ 
qualified  for  fraud  are  entitled  to  res¬ 
toration  of  any  benefits  lost  during 
the  months  they  were  disqualified 
only  if  the  decision  which  resulted  in 
disqualification  is  subsequently  over¬ 
turned  or  reversed.  For  example,  an 
individual  would  not  be  entitled  to  res¬ 
toration  of  lost  benefits  for  the  three- 
month  period  it  was  disqualified  based 
solely  on  the  fact  that  a  criminal  con¬ 
viction  could  not  be  obtained,  unless 
the  individual  successfully  challenged 
the  three-month  disqualification  in  a 
separate  court  action.  For  each  month 
the  individual  was  disqualified,  the 
amount  to  be  restored,  if  any,  shall  be 
determined  by  comparing  the  allot¬ 
ment  the  household  received  with  the 
allotment  the  household  would  have 
received  had  the  disqualified  member 
been  allowed  to  participate.  If  the 
household  received  a  smaller  allot¬ 
ment  than  it  should  have  received,  the 
difference  equals  the  amount  to  be  re¬ 
stored.  Benefits  shall  be  restored  re¬ 
gardless  of  the  length  of  time  that  has 
elapsed  since  the  household  was  dis¬ 
qualified. 

(f )  Method  of  restoration.  Regardless 
of  whether  a  household  is  currently 
eligible  or  ineligible,  the  State  agency 
shall  restore  lost  benefits  to  a  house¬ 
hold  by  issuing  an  allotment  equal  to 
the  amount  of  benefits  that  were  lost, 
provided  that  the  amount  restored  in 
any  one  month  does  not  exceed  100 
percent  of  the  maximum  allotment  for 
the  household’s  size.  The  amount  re¬ 
stored  shall  be  issued  in  addition  to 
the  allotment  currently  eligible  house¬ 
holds  are  entitled  to  receive.  The  State 
agency  shall  honor  reasonable  re¬ 
quests  by  households  to  restore  lost 
benefits  in  amounts  of  less  than  100 
percent  of  the  Thrifty  Food  Plan  per 
month  if,  for  example,  the  household 
fears  the  excess  coupons  may  be  lost 
or  stolen. 

(g)  Transferring  households.  A 
household  that  moves  from  the  pro¬ 
ject  area  or  State  where  the  adminis¬ 
trative  error  occurred  shall  not  lose  its 
entitlement  to  restoration  of  lost  bene¬ 
fits.  To  continue  receiving  its  restora¬ 
tion  of  lost  benefits  the  household 
must  present  to  its  new  project  area 
Form  FNS-286,  Certification  of  Trans¬ 
fer  of  Household  Benefits.  The  form 
must  be  prepared  by  the  former  pro¬ 
ject  area  and  contain  the  necessary 
lost  benefits  information.  Households 
due  lost  benefits,  but  which  have  ne¬ 


glected  to  obtain  a  Form  FNS-286 
prior  to  the  move,  shall  be  informed 
by  the  new  project  area  how  to  obtain 
the  necessary  forms  and  shall  assist 
the  household  in  doing  so,  if  neces¬ 
sary. 

(h)  Changes  in  household  composi¬ 
tion .  Whenever  lost  benefits  are  due  a 
household  and  the  household’s  mem¬ 
bership  has  changed,  the  State  agency 
shall  restore  the  lost  benefits  to  the 
household  containing  the  individual 
who  was  head  of  the  household  at  the 
time  the  error  occurred.  If  the  head  of 
the  household  is  no  longer  living  or 
cannot  be  located,  the  State  agency 
shall  restore  the  lost  benefits  to  the 
household  containing  a  majority  of 
the  individuals  who  were  household 
members  at  the  time  the  loss  occurred. 

(i)  Losses  of  benefits  that  occurred 
prior  to  elimination  of  the  purchase 
requirement  Households  assigned  a 
purchase  requirement  that  was  too 
high  shall  be  entitled  to  restoration  of 
lost  benefits  if  the  household  received 
fewer  bonus  stamps  as  a  result.  The 
amount  to  be  restored  is  equal  to  the 
difference  between  the  bonus  stamps 
the  household  received  and  the  cor¬ 
rect  amount  the  household  should 
have  received.  State  agencies  shall  re¬ 
store  the  lost  benefits  in  accordance 
with  the  procedures  outlined  in  this 
section. 

(j)  Accounting  procedures.  Each 
State  agency  shall  be  responsible  for 
maintaining  an  accounting  system  for 
documenting  a  household’s  entitle¬ 
ment  to  restoration  of  loss  benefits 
and  for  recording  the  balance  of  lost 
benefits  that  must  be  restored  to  the 
household.  Each  State  agency  shall 
develop  a  form  that,  at  a  minimum, 
documents  how  the  amount  to  be  re¬ 
stored  was  calculated  and  the  reason 
lost  benefits  must  be  restored.  The  ac¬ 
counting  system  shall  be  designed  to 
readily  identify  those  situations  where 
a  claim  against  a  household  can  be 
used  to  offset  the  amount  to  be  re¬ 
stored. 

§  273.18  Claims  against  households. 

(а)  Establishing  claims  against 
households.  Each  State  agency  shall 
establish  a  claim  against  any  house¬ 
hold  that  has  received  more  food 
stamp  benefits  than  it  is  entitled  to  re¬ 
ceive.  Instances  which  may  result  in  a 
claim  include,  but  are  not  limited  to, 
the  following: 

(1)  The  household  failed  to  provide 
the  State  agency  with  correct  or  com¬ 
plete  information. 

(2)  The  household  failed  to  report  to 
the  State  agency  changes  in  its  house¬ 
hold  circumstances. 

(3)  The  household  altered  its  ATP. 

(4)  The  household  transacted  both 
the  original  and  its  replacement  ATP. 

(5)  The  State  agency  assigned  an  in¬ 
correct  allotment. 

(б)  The  State  agency  failed  to  take 
prompt  action  on  a  change  reported 
by  the  household. 


(7)  The  State  agency  incorrectly 
computed  the  household’s  income,  de¬ 
ductions,  or  both. 

(8)  The  State  agency  incorrectly 
issued  duplicate  ATPs  to  a  household 
which  were  subsequently  transacted. 

(9)  The  household  was  found  to  be 
ineligible  or  eligible  for  fewer  benefits 
than  it  received  pending  a  fair  hearing 
appeal. 

(b)  Nonfraud  claims.  Nonfraud 
claims  are  those  claims  established 
against  households  for  overissuances 
which  were  not  caused  by  fraud,  such 
as,  but  not  limited  to,  overissuances 
caused  by  administrative  error  on  the 
part  of  the  State  agency  or  a  misun¬ 
derstanding  or  inadvertent  error  on 
the  part  of  the  household. 

(1)  Criteria  for  establishing  a  non¬ 
fraud  claim.  If  less  than  12  months 
have  elapsed  between  the  month  a 
nonfraud  overissuance  occurred  and 
the  month  the  State  agency  discov¬ 
ered  a  specific  case  involving  an  overis¬ 
suance,  the  State  agency  shall  take 
action  to  establish  a  claim  against  the 
household  that  received  the  overis¬ 
suance.  A  claim  shall  not  be  estab¬ 
lished  against  households  that  have 
transacted  expired  ATPs  unless  the 
households  have  altered  their  ATPs. 
In  addition,  a  nonfraud  claim  shall  not 
be  established  against  a  household 
otherwise  eligible  for  the  benefits  it 
received  if  the  State  agency  failed  to 
ensure  that  the  household:  (i)  signed 
the  application  form,  (ii)  completed  a 
current  work  registration  form,  (iii) 
was  certified  in  the  correct  project 
area,  or  (iv)  did  not  receive  food  stamp 
benefits  after  its  certification  period 
had  expired. 

(2)  Calculating  the  amount  of  the 
novfraud  claim,  (i)  After  excluding 
those  months  that  are  more  than  12 
months  prior  to  the  date  the  overis¬ 
suance  was  discovered,  the  State 
agency  shall  determine  the  correct 
amount  of  food  stamp  benefits  the 
household  should  have  received  for 
those  months  the  household  partici¬ 
pated  while  the  overissuance  was  in 
effect.  In  cases  involving  reported 
changes,  the  State  agency  shall  deter¬ 
mine  the  month  the  overissuance  ini¬ 
tially  occurred  as  follows: 

(A)  If,  due  to  a  misunderstanding  or 
inadvertent  error  on  the  part  of  the 
household,  the  household  failed  to 
report  a  change  in  its  household  cir¬ 
cumstances  within  10  days  of  the  date 
the  change  became  known  to  the 
household,  the  first  month  affected  by 
the  household’s  failure  to  report  shall 
be  the  month  the  change  occurred. 

(B)  If  the  household  timely  reported 
a  change,  but  the  State  agency  did  not 
timely  act  on  the  change,  the  first 
month  affected  by  the  State’s  failure 
to  act  shall  be  the  first  month  the 
State  agency  should  have  made  the 
change  effective.  Therefore,  if  a  notice 
of  adverse  action  was  required  but  was 


FEDERAL  REGISTER,  VOL.  43,  NO.  8S— TUESDAY,  MAY  2,  1978 


PROPOSED  RULES 


18941 


not  sent,  the  State  agency  shall 
assume  that  the  maximum  advance 
notice  period  as  provided  in 
§  273.13(a)(1)  would  have  expired  with¬ 
out  the  household  requesting  a  fair 
hearing. 

(ii)  If  the  household  received  a 
larger  allotment  than  it  was  entitled 
to  receive,  the  State  agency  shall  es¬ 
tablish  a  claim  against  the  household 
equal  to  the  difference  between  the  al¬ 
lotment  the  household  received  and 
the  allotment  the  household  should 
have  received. 

(iii)  After  calculating  the  amount  of 
the  nonfraud  claim,  the  State  agency 
shall  offset  the  amount  of  the  claim 
against  any  amounts  which  have  not 
yet  been  restored  to  the  household  in 
accordance  with  §273.17.  The  State 
agency  shall  then  initiate  collection 
action  for  the  remaining  balance,  if 
any. 

(3)  Collecting  nonfraud  claims,  (i) 
State  agencies  shall  Initiate  collection 
action  on  all  nonfraud  claims  unless 
the  claim  is  collected  through  offset  or 
one  of  the  following  conditions  apply: 

(A)  The  total  amount  of  the  non¬ 
fraud  claim  is  less  than  $35. 

(B)  The  State  agency  has  documen¬ 
tation  which  shows  that  the  house¬ 
hold  cannot  be  located. 

(ii)  State  agencies  shall  initiate  col¬ 
lection  action  by  sending  the  house¬ 
hold  a  written  demand  letter  which  in¬ 
forms  the  household  of  the  amount 
owed,  the  reason  for  the  claim,  the 
period  of  time  the  claim  covers,  any 
offsetting  that  was  done  to  reduce  the 
claim,  how  the  household  may  pay  the 
claim,  and  the  household’s  right  to  a 
fair  hearing  if  the  household  disagrees 
with  the  State  agency’s  determination. 
In  addition,  the  demand  letter  for 
nonfraud  claims  must  include  a  state¬ 
ment  which  specifies  that  payment  of 
the  claim  is  voluntary  and  that  refusal 
to  pay  the  claim  will  not  affect  the 
household’s  eligibility.  If  the  house¬ 
hold  agrees  to  pay  the  claim,  pay¬ 
ments  shall  be  accepted  and  submitted 
to  FNS  in  accordance  with  the  proce¬ 
dures  outlined  in  paragraphs  (e)  and 
(f)  of  this  section.  If  the  household 
does  not  respond  to  the  first  demand 
letter,  additional  demand  letters  shall 
be  sent  at  30-day  intervals  until  the 
household  has  responded  by  paying  or 
agreeing  to  pay  the  claim,  or  until  the 
criteria  for  suspending  or  terminating 
collection  action,  as  specified  in  para¬ 
graph  (b)(4)  of  this  section,  have  been 
met. 

(4)  Criteria  for  suspending  collection 
of  a  nonfraud  claim.  Where  the  claim 
cannot  be  presently  collected,  but 
there  is  a  likelihood  that  the  claim  can 
be  collected  in  the  future,  the  State 
agency  shall  suspend  collection  of  the 
claim.  The  claim  shall  be  held  in  sus¬ 
pense  until  the  claim  is  collected  or 
until  the  claim  has  been  held  in  sus¬ 
pense  for  three  years,  whichever 


occurs  first.  If  a  possibility  exists  that 
the  household  will  be  entitled  to  resto¬ 
ration  of  lost  benefits  at  a  later  date 
which  could  be  used  to  offset  the 
amount  of  the  claim,  the  State  agency 
shall  suspend  rather  than  terminate 
collection  of  the  claim.  State  agencies 
shall  also  suspend  rather  than  termi¬ 
nate  collection  action  if  the  house¬ 
hold’s  financial  circumstances  are  ex¬ 
pected  to  change  for  the  better. 

(5)  Terminating  collection  of  a  non¬ 
fraud  claim.  The  State  agency  shall 
terminate  collection  action  if  at  least 
one  demand  letter  has  been  sent  to 
the  household  and  one  of  the  follow¬ 
ing  criteria  is  met: 

(i)  The  household  is  financially 
unable  to  pay  the  claim; 

(ii)  There  is  little  likelihood  that  the 
household  will  pay  the  claim; 

(iii)  The  household  cannot  be  locat¬ 
ed: 

(iv)  The  cost  of  further  collection 
action  is  likely  to  exceed  the  amount 
that  can  be  recovered;  or 

(v)  The  claim  has  been  held  in  sus¬ 
pense  for  three  years. 

(c)  Fraud  claim.  A  claim  shall  be 
handled  as  a  fraud  claim  only  if  an  ad¬ 
ministrative  fraud  hearing  or  a  court 
of  appropriate  jurisdiction  has  found  a 
household  member  guilty  of  fraud  as 
defined  in  §  273.16(b)  or  the  State 
agency’s  fraud  investigators  have  de¬ 
termined  and  documented  that  fraud, 
as  defined  in  §  273.16(b),  exists.  Prior 
to  the  determination  of  fraud,  the 
claim  against  the  household  shall  be 
handled  as  a  nonfraud  claim. 

(1)  Establishing  a  fraud  claim.  For 
each  month  that  a  household  member 
fraudulently  participated,  the  State 
agency  shall  determine  the  correct 
amount  of  food  stamp  benefits,  if  any, 
the  household  was  entitled  to  receive. 
The  amount  of  the  fraud  claim  shall 
be  calculated  back  to  the  month  the 
fraudulent  act  occurred,  regardless  of 
the  length  of  time  that  elapsed  until 
the  determination  of  fraud  was  made. 
If  the  household  member  is  deter¬ 
mined  to  have  committed  fraud  by 
knowingly,  willfully  and  with  deceitful 
intent  failing  to  report  a  change  in  its 
household  circumstances,  the  first 
month  benefits  were  overissued  shall 
be  the  month  the  change  occurred. 
Once  the  amount  of  the  fraud  claim  is 
established,  the  State  agency  shall 
offset  the  claim  against  any  amount  of 
lost  benefits  that  have  not  yet  been  re¬ 
stored  to  the  household  in  accordance 
with  §273.17. 

(2)  Collecting  fraud  claims,  (i)  If  the 
household  is  found  to  have  committed 
fraud  at  either  an  administrative 
fraud  hearing,  a  court  of  appropriate 
jurisdiction  or  by  the  State’s  investiga¬ 
tive  unit,  the  State  agency  shall  initi¬ 
ate  collection  action  unless  the 
amount  of  the  claim  is  less  than  $35, 
the  State  agency  has  documentation 
which  show's  the  household  cannot  be 


located,  or  the  legal  representatives 
prosecuting  a  member  of  the  house¬ 
hold  for  fraud  advise  in  writing  that 
collection  action  will  prejudice  the 
case.  In  cases  where  the  household 
was  found  guilty  of  fraud  by  a  court, 
the  matter  of  restitution  shall  be 
brought  before  the  court  by  the  State 
agency.  Collection  action  must  be 
taken,  however,  for  the  full  amount  of 
the  loss  even  if  the  court’s  decision 
does  not  address  restitution,  the 
amount  of  restitution  ordered  is  less 
than  the  amount  of  the  loss,  or  pros¬ 
ecution  results  in  imprisonment.  The 
expiration  of  the  State’s  statute  of 
limitations  does  not  relieve  the  State 
agency  from  making  the  required  col¬ 
lection  efforts. 

(ii)  Collection  action  shall  be  taken 
by  sending  the  household  a  written 
demand  letter  which  informs  the 
household  of  the  amount  owed,  the 
reason  for  the  claim,  the  period  of 
time  the  claim  covers,  any  offsetting 
that  was  done  to  reduce  the  claim, 
how  the  household  may  pay  the  claim, 
and  the  household’s  right  to  a  fair 
hearing  if  the  household  disagrees 
with  the  State  agency’s  determination. 
In  addition  to  the  written  demand 
letter,  a  personal  contact  shall  be 
made,  if  possible.  I  those  cases  where 
the  claim  is  being  handled  as  a  fraud 
claim  based  solely  on  a  determination 
of  fraud  by  the  State's  fraud  investiga¬ 
tors,  the  State  asrency  shall  not  coerce 
a  household  int~  paying  a  claim  by 
threatening  to  initiate  an  administra¬ 
tive  fraud  hearing  or  by  threatening 
to  prosecute.  The  State  agency  shall 
not  disqualify  a  household  solely  be¬ 
cause  the  household  has  refused  to 
pay  the  fraud  claim. 

(iii)  If  the  household  agrees  to  pay 
the  claim  after  the  first  demand  letter, 
the  State  agency  shall  follow  the  pro¬ 
cedures  for  collecting  and  submitting 
payments  as  prescribed  in  §273.18  (e> 
and  (f).  If  the  household  does  not  re¬ 
spond  to  the  first  demand  letter,  addi¬ 
tional  demand  letters  shall  be  sent  at 
30-day  intervals  until  the  household 
agrees  to  pay  the  claim,  or  the  criteria 
for  suspending  or  terminating  collec¬ 
tion  action  as  specified  in  paragraph 
(c)(3)  of  this  section  have  been  met. 

(3)  Criteria  for  suspending  collection 
action.  If  the  household  is  financially 
unable  to  pay  the  claim  but  there  is  a 
likelihood  that  the  claim  can  be  col¬ 
lected  in  the  future,  the  State  agency 
shall  suspend  collection  of  the  claim 
until  either  the  claim  can  be  collected 
or  until  the  claim  has  been  held  in  su- 
sense  for  three  years,  whichever 
occurs  first.  Therefore,  if  a  possibility 
exists  that  the  household  will  be  enti¬ 
tled  to  restoration  of  lost  benefits  at  a 
later  date  which  could  be  used  to 
offset  the  amount  of  the  claim,  the 
State  agency  shall  suspend  collection 
rather  than  terminate  the  fraud  claim. 
State  agencies  shall  also  suspend  col- 
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lection  action  if  the  household’s  cir¬ 
cumstances  are  expected  to  change  for 
the  better. 

(4)  Criteria  for  terminating  collec¬ 
tion  of  fraud  claims.  If  the  State 
agency  has  sent  at  least  one  demand 
letter  for  fraud  claims  of  less  than 
$100,  two  demand  letters  for  fraud 
claims  of  between  $100  and  $400,  and 
three  demand  letters  for  fraud  claims 
of  more  than  $400,  the  State  agency 
may  terminate  further  collection 
action  provided  one  of  the  following 
criteria  is  met: 

(i)  The  household  is  financially 
unable  to  pay  the  claim; 

(ii)  There  is  little  likelihood  that  the 
State  agency  can  collect  or  enforce  col¬ 
lection  of  any  significant  sum  from 
the  household; 

(iii)  The  household  cannot  be  locat¬ 
ed; 

(iv)  The  cost  of  further  collection 
action  is  likely  to  exceed  the  amount 
that  can  be  recovered;  or 

(v)  The  claim  has  been  held  in  sus¬ 
pense  for  three  years. 

(d)  Changes  in  household  composi¬ 
tion.  If  a  household’s  membership  has 
changed  since  the  overissuance  oc¬ 
curred,  the  State  agency  shall  initiate 
collection  action  against  the  head  of 
the  household.  If  the  head  of  the 
household  is  no  longer  living  or  cannot 
be  located,  the  State  agency  shall  initi¬ 
ate  collection  action  against  the 
household  containing  a  majority  of 
the  individuals  who  were  household 
members  at  the  time  the  error  oc¬ 
curred. 

(e)  Methods  of  collecting  payments. 
State  agencies  shall  collect  fraud  or 
nonfraud  claims  in  one  of  the  follow¬ 
ing  ways: 


(1)  Lump  Sum.  State  agencies  shall 
collect  payments  from  households  in 
one  lump  sum  if  the  household  is  fi¬ 
nancially  able  to  pay  the  claim  in  one 
lump  sum. 

(2)  Installments.  If  the  household 
has  insufficient  liquid  resources  or  is 
otherwise  financially  unable  to  pay 
the  claim  in  one  lump  sum,  payments 
shall  be  accepted  by  the  State  agency 
in  regular  installments.  If  the  full 
amount  of  the  claim  cannot  be  liqui¬ 
dated  in  three  years  without  creating 
a  financial  hardship  on  the  household, 
the  State  agency  shall  compromise  the 
claim  by  reducing  it  to  an  amount  that 
will  allow  the  household  to  pay  the 
claim  in  three  years.  Before  any 
household  signs  an  agreement  to  make 
installment  payments  the  State 
agency  must  inform  the  household  in 
WTiting  that  its  food  stamp  benefits 
cannot  be  denied  if  the  sole  reason  for 
the  denial  is  the  fact  that  it  has  either 
refused  to  sign  a  payment  schedule  or 
fails  to  make  the  agreed  payments. 
State  agencies  may,  however,  initiate 
civil  court  action  to  obtain  payment  of 
the  claim. 

(f)  Submission  of  payments.  (1)  No 
later  than  the  15th  of  each  calendar 
month,  each  State  agency  shall  submit 
to  FNS  a  single  check,  draft  or  war¬ 
rant  which  consolidates  all  of  the  pay¬ 
ments  collected  at  the  State  or  local 
level  during  the  previous  calendar 
month.  State  agencies  shall  not  allow 
more  than  45  days  to  elapse  between 
the  date  a  household  makes  a  pay¬ 
ment  on  a  claim  and  the  date  the  pay¬ 
ment  is  submitted  to  FNS.  Each  State 
agency  shall  also  submit  a  monthly 


report  to  FNS  which  details  the 
State’s  activities  relating  to  claims 
against  households.  This  report  is  also 
due  on  the  15th  of  each  calendar 
month  and  shall  be  submitted  even  if 
the  State  agency  has  not  collected  any 
payments.  The  following  form  is  the 
proposed  monthly  report  each  State 
agency  will  be  required  to  submit  to 
FNS. 

(2)  In  cases  where  FNS  has  billed  a 
State  agency  for  negligence,  any 
amounts  collected  from  households  in 
payment  of  overissuances  which  were 
caused  by  the  State’s  negligence  will 
be  credited  by  FNS.  When  submitting 
these  payments,  the  State  agency 
shall  include  a  note  in  the  remarks 
section  of  the  monthly  reporting  form 
specified  in  paragraph  (e)(1)  of  this 
section  which  shows  the  amount  that 
should  be  credited  against  the  State’s 
biU. 

(g)  Claims  discharged  through  bank¬ 
ruptcy.  State  agencies  shall  act  on 
behalf  of,  and  as.  FNS  in  any  bank¬ 
ruptcy  proceeding  against  bankrupt 
households  owing  food  stamp  claims. 
State  agencies  shall  possess  any  rights, 
priorities,  interests,  liens  or  privileges, 
and  shall  participate  in  any  distribu¬ 
tions  of  assets,  to  the  same  extent  as 
FNS.  Acting  as  FNS,  State  agencies 
shall  have  the  power  and  authority  to 
file  objections  to  discharge,  proofs  of 
claims,  exceptions  to  discharge,  peti¬ 
tions  for  revocation  of  discharge,  and 
any  other  documents,  motions  or  ob¬ 
jections  which  FNS  might  have  filed. 
Any  amounts  collected  under  this  au¬ 
thority  shall  be  transmitted  to  FNS  as 
provided  in  paragraph  (f)  of  this  sec¬ 
tion. 
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[FORM  FNS-V09 
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ipy  to  Finance  and  Program  A  ccountmg  Division.  Food  and  Mutrition  Service.  VSDA .  Washington.  D.C.  JO250.  The  report  shall 
iver  the  State's  activities  relating  to  claims  during  the  previous  calendar  month.  The  State’s  consolidated  check  dealt  or 
kvarranr  shall  be  attached  to  the  original  of  the  report  if  payments  were  collected  during  the  previous  calendar  month.  Retain 
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(h)  Accounting  procedures.  Each 
State  agency  shall  be  responsible  for 
maintaining  an  accounting  system  for 
monitoring  claims  against  households. 
At  a  minimum,  the  accounting  system 
shall  be  designed  to  readily  accom¬ 
plish  the  following: 

(1)  Document  the  circumstances 
which  resulted  in  a  claim,  the  proce¬ 
dures  used  to  calculate  the  claim,  the 
methods  used  to  collect  the  claim  and, 
if  applicable,  the  circumstances  which 
resulted  in  suspension  or  termination 
of  collection  action. 

(2)  Identify  those  situations  in 
which  an  amount  not  yet  restored  to  a 
household  can  be  used  to  offset  a 
claim  owed  by  the  household. 

(3)  Identify  those  households  that 
have  failed  to  make  installment  pay¬ 
ment  on  their  claims. 

(4)  Document  how  much  money  was 
collected  in  payment  of  a  claim  and 
how  much  was  submitted  to  FNS. 

§  273.19  Sixty  day  continuation  of  certifi¬ 
cation. 

(a)  Eligibility  criteria.  The  State 
agency  shall  provide  for  continuation 
of  the  certification  of  any  household 
for  60  days  after  the  date  the  house¬ 
hold  moves  from  one  project  area  to 
another  within  the  State  or  between 
States  if  the  household: 

(1)  Membership  does  not  change: 

(2)  Continues  to  meet  the  definition 
of  a  household  as  provided  in 
§  273.1(a); 

(3)  Was  not  certified  under  disaster 
eligibility  standards  as  provided  in 
Part  280  or  was  not  certified  under  ex¬ 
pedited  procedures  in  §  273. 2(i)  unless 
the  verification  that  was  initially  post¬ 
poned  was  subsequently  completed; 
and 

(4)  Does  not  contain  as  SSI  member 
when  moving  into  the  cash-out  States 
of  California  or  Massachusetts. 

(b)  Former  project  area.  The  project 
area  from  which  the  household  is 
moving  shall  prepare  the  Form  FNS- 
286,  Certification  of  Transfer  of 
Household  Benefits.  If  the  household 
has  received  its  coupon  allotment  for 
the  month  in  which  the  move  takes 
place,  the  project  area  shall  authorize 
the  extsnsion  of  certification  for  the 
two  months  subsequent  to  the  move. 
The  Form  FNS-286  is  given  to  the 
household  for  delivery  to  the  new  pro¬ 
ject  area  office. 

(c)  New  project  area.  (1)  The  project 
area  to  which  the  household  moves 
shall  accept  the  Form  FNS-286  and 
issue  the  allotment  authorized  by  the 
form  to  households  which  report  com¬ 
pliance  with  the  criteria  in  paragraph 
(a)  (1),  (2),  and  (4)  of  this  section.  At 
the  time  the  household  provides  the 
form  to  the  new  project  area,  the 
household  shall  report  any  changes  in 
circumstances.  The  new  project  area 
will  act  on  changes  according  to 
§  273.12,  except  in  no  event  would  the 


changes  reported  affect  the  initial  is¬ 
suance  under  the  Form  FNS-286. 
However  the  second  issuance  in  the 
new  project  area,  if  any,  shall  reflect 
changes  reported. 

(2)  If  the  household  has  participated 
in  the  former  project  area  in  the 
month  of  the  move,  and  presents  the 
Form  FNS-286  to  the  new  project  area 
that  same  month,  it  shall  be  accepted 
and  acted  on  in  time  for  the  next 
month’s  issuance.  The  first  issuance 
shall  be  based  on  the  income  reflected 
on  the  Form  FNS-286. 

(?)  If  the  household  has  not  partici¬ 
pated  in  the  former  project  area  in  the 
month  of  the  move  and  presents  the 
transfer  form  to  the  new  project  area 
that  same  month,  the  household  will 
be  provided  an  opportunity  to  partici¬ 
pate  in  that  month.  The  first  issuance 
shall  be  based  on  the  income  reflected 
on  the  transfer  form. 

(4)  If  the  household’s  income  has  de¬ 
creased  to  zero  net  monthly  income 
upon  its  arrival  in  the  new  project 
area,  an  exception  shall  be  made  to 
the  use  of  the  transfer  form  and  re¬ 
corded  income  figures.  The  household 
shall  be  provided  with  expedited  ser¬ 
vice  and  the  appropriate  change  shall 
be  reflected  in  the  allotment  for  the 
first  issuance. 

(d)  Subsequent  actions.  (1)  House¬ 
holds  participating  on  the  basis  of  a 
Form  FNS-286  shall  be  intitled  to  all 
procedural  rights  of  any  other  food 
stamp  household,  inducting  notice  of 
adverse  action  on  reported  changes, 
and  notice  of  expiration  prior  to  the 
expiration  of  the  second  month  of  is¬ 
suance  authorized  by  the  Form  FNS- 
286. 

(2)  Households  may  elect  to  be  certi¬ 
fied  in  the  new  project  area  at  any 
time  during  their  participation  under 
the  Form  FNS-286. 

(3)  Households  which  move  during 
the  two  months  covered  by  the  Form 
FNS-286  shall  be  issued: 

(i)  A  Form  FNS-286  for  the  balance 
of  the  period  covered  by  original  form, 
and  which  reflects  the  changes  report¬ 
ed  at  the  time  the  form  was  accepted 
in  the  new  project  area; 

(ii)  A  new  Form  FNS-286  for  an  ad¬ 
ditional  two  months  if  the  household 
was  recertified  in  the  new  project  area 
and  otherwise  qualifies  for  a  transfer 
of  certification  as  outlined  in  para¬ 
graph  (a)  of  this  section. 

(e)  Project  areas  that  encompass 
more  than  one  political  subdivision. 
Provision  must  be  made  to  provide  un¬ 
broken  service  to  eligible  households 
that  move  from  one  political  subdivi¬ 
sion  to  another  in  States  where  the 
State  has  been  designated  as  a  project 
area  or  where  project  areas  encompass 
more  than  one  political  subdivision. 
This  may  be  accomplished  by  transfer¬ 
ring  records  or  providing  the  house¬ 
hold  with  Form  FNS-286. 

(f)  Control  of  forms.  The  State 
agency  shall  provide  for  the  secure 


storage  of  Form  FNS-286,  and  shall 
maintain  controls  to  prevent  or  detect 
unauthorized  issuance,  acquisition,  ac¬ 
ceptance,  use,  transfer,  or  alternation 
of  this  form. 

4.  Part  274  remains  in  force  and 
effect  but  is  redesignated  as  Part  280. 
The  new  Part  274  reads  as  follows: 

PART  274— ISSUANCE  AND  USE  OF 
FOOD  COUPONS 

Sec. 

274.1.  State  agency  issuance  responsibil¬ 
ities. 

274.2  Issuance  systems. 

274.3  Issuance  of  coupons  through  the 
mail. 

2^4.4  Distribution  of  coupons. 

274.5  Responsibilities  of  coupon  issuers 
and  bulk  storage  points. 

274.6  Reconciliation. 

274.7  Issuance  record  retention  and  securi¬ 
ty. 

274.8  State  agency  reporting  and  destruc¬ 
tion  of  unusable  coupons. 

274.9  Close-out  of  a  coupon  issuer. 

274.10  Use  or  redemption  of  coupons  by 
eligible  households. 

274.11  Return  of  coupons. 

Authority:  91  Stat.  958  (7  U.S.C.  2011- 
2027). 

§  274.1  State  agency  issuance  responsibil¬ 
ities. 

(a)  Basic  issuance  requirements. 
Each  State  agency  is  responsible  for 
the  timely  and  accurate  issuance  of 
coupons  to  eligible  households  in  ac¬ 
cordance  with  these  regulations.  Each 
State  agency  shall  establish  an  issu¬ 
ance  and  accountability  system  which 
will  ensure  that  (1)  only  certified 
households  receive  benefits;  (2)  cou¬ 
pons  are  accepted,  stored,  and  protect¬ 
ed  after  delivery  to  receiving  points 
within  the  State;  (3)  program  benefits 
are  timely  distributed  in  the  correct 
amounts;  and  (4)  coupon  issuance  and 
reconciliation  activities  are  properly 
conducted  and  accurately  reported  to 
FNS. 

(b)  Contracting  or  delegating  issu¬ 
ance  responsibilities.  The  State 
agency  may  assign  to  other  parties 
such  as  banks,  savings  and  loan  associ¬ 
ations,  the  postal  service,  community 
action  agencies  and  migrant  service 
agencies  with  adequate  security,  the 
responsibility  for  issuance  and  storage 
of  coupons. 

(1)  Any  assignment  of  issuance  func¬ 
tions  shall  clearly  delineate  the  re¬ 
sponsibilities  of  both  parties.  The 
State  agency  remains  responsible,  re¬ 
gardless  of  any  agreements  to  the  con¬ 
trary,  for  ensuring  that  assigned 
duties  are  carried  out  in  accordance 
with  these  regulations.  In  addition, 
the  State  agency  is  strictly  liable  to 
FNS  for  all  losses  of  coupons,  even  if 
those  losses  are  the  result  of  the  per¬ 
formance  of  issuance,  security  or  ac¬ 
countability  duties  by  another  party. 

(2)  All  issuance  contracts  shall 
follow  procurement  standards  set 
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forth  in  Part  277.  The  State  agency 
shall  contract  only  with  responsible 
contractors  who  possess  the  ability  to 
perform  successfully  under  the  terms 
and  conditions  of  the  proposed  pro¬ 
curement.  In  making  its  selection,  the 
State  agency  shall  consider  contractor 
integrity,  the  record  of  past  perfor¬ 
mance,  financial,  and  technical  re¬ 
sources,  and  the  availability  of  other 
necessary  resources.  State  agencies 
may  permit  subcontracting  of  assigned 
issuance  responsibilities.  However,  the 
primary  contractor  shall  remain  re¬ 
sponsible  and  liable  to  the  State 
agency  for  ensuring  that  the  terms  of 
the  contract  are  carried  out. 

(3)  The  State  agency  shall  not  assign 
the  issuance  of  coupons  to  any  retail 
grocery  store  authorized  to  redeem 
coupons  from  participant  households. 
This  restriction  may  be  waived  if  the 
State  agency  can  demonstrate,  to  the 
satisfaction  of  FNS,  that  sucli  an  ar¬ 
rangement  would  be  in  the  best  inter¬ 
ests  of  the  program. 

(4)  FNS  does  not  encourage  assign¬ 
ment  of  issuance  activities  to  any 
entity  in  the  same  interrelated  corpo¬ 
rate  structure  with  an  authorized 
retail  food  store.  However,  such  enti¬ 
ties  may  be  coupon  issuers  if  they  are 
fiscally  autonomous,  physically  sepa¬ 
rate  and  employ  a  different  trade 
name  from  the  retail  food  store.  FNS 
does  not  encourage  the  assignment  of 
issuance  activities  to  firms  located 
within  the  confines  of  retail  food 
stores.  However,  the  State  agency  may 
contract  with  a  bank  or  credit  union 
located  in  such  facilities  provided  that 
it  is  financially  independent  of  the 
retail  grocer  and  is  chartered  under 
Federal  or  State  law. 

(5)  The  State  agency  may  contract 
with  the  U.S.  Postal  Service  for  the  is¬ 
suance  of  food  coupons.  The  Depart¬ 
ment  and  the  Postal  Service  have 
signed  a  Memorandum  of  Understand¬ 
ing  which  shall  govern  contracts  for 
coupon  issuance  between  State  agen¬ 
cies  and  the  Postal  Service,  and  have 
developed  a  model  contract.  State 
agencies  and  the  Postal  Service  may 
agree  to  modifications  to  the  model 
contract  so  long  as  the  modifications 
do  not  conflict  with  these  regulations. 

(c)  State  monitoring  of  coupon  issu¬ 
ers.  (1)  The  State  agency’s  account¬ 
ability  system  shall  include  procedures 
for  monitoring  the  day-to-day  oper¬ 
ation  of  all  coupon  issuers  to  assure 
compliance  with  these  regulations,  to 
identify  and  correct  deficiencies  and  to 
report  violations  of  the  Act  or  regul- 
tions  to  FNS. 

(2)  The  State  agency  shall  conduct 
an  onsite  review  of  each  coupon  issuer 
and  bulk  storage  point  at  least  once  a 
year.  This  review  requirement  may  be 
fulfilled  in  part  or  in  total  by  the  Per¬ 
formance  Reporting  Review  System, 
Part  275.  The  State  agency  shall  base 
each  review  on  the  specific  activities 


performed  by  each  coupon  issuer  or 
bulk  storage  point.  A  physical  inven¬ 
tory  of  coupons  shall  be  taken  at  each 
location  and  that  count  compared 
with  perpetual  inventory  records  and 
the  monthly  reports  of  the  coupon 
issuer  or  bulk  storage  point.  This 
review  may  be  conducted  at  the  offices 
of  subissuers  or  at  each  issuance  office 
when  a  coupon  issuer  or  bulk  storage 
point  operates  more  than  one  office. 
The  State  agency  may  delegate  this 
review  responsibility  to  another  unit 
of  the  State  government  or  contract 
with  an  outside  firm  with  expertise  in 
auditing  and  accounting.  Except  in  un¬ 
usual  circumstances,  the  Postal  In¬ 
spection  Service  will  conduct  onsite  re¬ 
views  of  post  office  issuance  oper¬ 
ations. 

§  274.2  Issuance  systems. 

The  State  agency  shall  arrange  for 
the  issuance  of  coupons  to  eligible 
households. 

(a)  System  classifications.  State 
agencies  may  issue  food  coupons 
through  (1)  a  Household  Issuance 
Record  (HIR)  card  system  in  which 
the  authorizing  document  is  main¬ 
tained  at  the  issuance  office,  (2)  an 
Authorization  to  Participate  (ATP) 
system  in  which  an  authorizing  docu¬ 
ment  is  distributed  on  a  monthly  basis 
to  the  household  and  surrendered  to 
the  coupon  issuer  when  coupons  are 
obtained,  or  (3)  a  direct  coupon  mail- 
out  system.  In  addition,  the  State 
agency  may  develop  an  automated  is¬ 
suance  system,  such  as  one  using  on¬ 
line  issuance  terminals,  which  cannot 
be  readily  categorized  as  either  an 
HIR  card  or  ATP  system.  Such  alter¬ 
native  or  modified  systems  shall  meet 
the  accountability  requirements  estab¬ 
lished  in  these  regulations. 

(b)  Advance  planning  documenta¬ 
tion.  Prior  to  implementation  of  new 
systems  or  changes  to  current  systems, 
the  State  agency  shall  submit  all  pro¬ 
cedures  in  writing  for  approval  by 
FNS.  Plans  for  upgrading  or  establish¬ 
ing  automated  data  processing  (ADP) 
systems,  including  the  acquisition, 
design,  development,  or  installation  of 
ADP  equipment,  shall  be  submitted  in 
writing  to  the  FNS  Regional  Office  for 
prior  approval  if  State  and  Federal 
combined  costs  are  $10,000  or  more  in 
any  calendar  quarter.  Such  plans  shall 
be  detailed  in  an  Advance  Planning 
Document,  prepared  in  accordance 
with  the  requirements  of  Part  277. 

(c)  Certification  documentation. 
The  State  agency  shall  use  either  a 
notice  of  change  or  an  HIR  card  to 
document  and  transmit  information 
on  household  eligibility  or  participa¬ 
tion  from  the  certification  unit  to  the 
data  management  unit  of  the  State 
agency. 

(d)  HIR  master  file.  (1)  The  State 
agency  shall  establish  an  HIR  master 
file  which  is  a  composite  of  the  issu¬ 


ance  records  of  all  certified  food 
stamp  households.  The  State  agency 
shall  establish  the  HIR  master  file  in 
a  manner  compatible  with  the  system 
used  for  maintaining  case  records  and 
divide  the  HIR  master  file  into  active 
and  inactive  HIR’s.  The  HIR  master 
file  shall  contain  all  the  information 
needed  to  identify  certified  house¬ 
holds,  issue  ATPs,  record  the  partici¬ 
pation  activity  for  each  household  and 
supply  all  information  necessary  to 
fulfill  the  reporting  requirements  of 
FNS. 

(2)  The  HIR  master  file  shall  be 
kept  current  and  accurate.  HIR’s  will 
be  updated,  suspended,  or  terminated 
based  upon  notices  of  change  and  con¬ 
trols  for  expired  certification  periods 
and  nonparticipation. 

(3)  Before  establishing  an  HIR  for  a 
participant  household,  the  State 
agency  shall  check  the  HIR  master 
file  to  ensure  that  the  household  is 
not  currently  participating,  disquali¬ 
fied  or  suspended.  If  the  ATP  is  issued 
under  the  expedited  service  require¬ 
ments  of  §273.2(i),  the  State  agency 
shall  complete  as  much  of  the  HIR 
master  file  check  as  possible  prior  to 
issuance  of  the  ATP.  Any  uncompleted 
checks  shall  be  completed  after  issu¬ 
ance  of  the  ATP  and  appropriate  cor¬ 
rective  action  shall  be  taken. 

(4)  In  an  ATP  issuance  system,  the 
State  agency  shall  review  the  HIR 
master  file  monthly  for  households 
that  have  failed  to  participate  in  the 
Program  for  two  consecutive  months. 
For  all  such  households,  the  State 
agency  shall  suspend  the  printing  of 
ATPs  until  the  household  indicates  a 
desire  to  participate.  The  State  agency 
shall  notify  the  household  of  the  sus¬ 
pension  and  advise  the  household  to 
contact  the  State  agency  to  continue 
participation.  The  State  agency  shall 
arrange  for  the  resumption  of  issuance 
if  the  household  wishes  to  continue 
participation.  A  suspended  household 
shall  not  be  terminated  prior  to  the 
expiration  of  the  certification  period  if 
otherwise  eligible. 

(e)  ATP  issuance.  (1)  ATPs  issued  by 
the  State  agency  shall  contain  at  a 
minimum: 

(1)  Serial  number; 

(ii)  Case  name,  address  and  food 
stamp  case  number; 

(iii)  Coupon  allotment  of  the  house¬ 
hold; 

(iv)  Expiration  date; 

(v)  Project  area  for  which  that  ATP 
is  issued; 

(vi)  Space  for  the  signature  of  the 
household  member  or  the  authorized 
representative;  and 

(vii)  Spaces  for  household  designa¬ 
tion  of  an  emergency  authorized  rep¬ 
resentative. 

(2)  The  State  agency  may  stagger 
the  issuance  of  ATPs  to  certified 
households  through  the  15th  day  of 
the  month  provided  that  each  house- 
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hold’s  cycle  shall  be  established  so 
that  it  receives  its  ATP  at  the  same 
time  every  month  and  it  has  an  oppor¬ 
tunity  to  obtain  its  coupons  prior  to 
the  end  of  the  month. 

(3)  The  State  agency  shall  clearly 
mark  each  ATP  with  an  expiration 
date.  The  ATP  shall  be  valid  for  the 
entire  month  of  issuance  unless  an 
ATP  has  been  issued  after  the  25th 
day  of  the  month.  If  the  State  agency 
issues  an  AIT,  on  the  26th  day  of  the 
month  or  later,  it  shall  not  expire 
until  the  end  of  the  following  month. 

(4)  The  State  agency  shall  void  all 
ATPs  mutilated  or  otherwise  rejected 
during  the  preparation  process.  The 
voided  ATPs  shall  either  be  filed  for 
audit  purposes  or  destroyed,  provided 
destruction  is  witnessed  by  at  least 
two  persons  and  the  State  agency 
maintains  a  list  of  all  destroyed  ATP  s. 

(5)  The  State  agency  shall  mail  the 
ATP  to  the  household  in  a  first-class, 
nonforwarding  envelope. 

(6)  The  State  agency  shall  exercise 
the  following  security  and  controls  for 
ATPs  returned  as  undeliverable  by  the 
Postal  Service; 

(i)  Record  the  ATP  serial  number, 
household  name,  and  case  number  in  a 
control  log. 

(ii)  Keep  the  returned  ATPs  in 
secure  storage  with  access  limited  to 
authorized  personnel  while  attempts 
are  made  to  locate  the  household. 

(iii)  Record  the  final  disposition  of 
the  ATP  in  the  control  log. 

(iv)  Destroy  returned  ATPs  not  re¬ 
issued  prior  to  their  expiration  date. 
Destruction  shall  be  witnessed  by  at 
least  two  persons  and  noted  on  the 
original  listing  of  returned  ATPs. 

(7)  Prior  to  coupon  issuance,  the 
cashier  shall  ask  the  person  requesting 
food  stamps  for  identification  as  the 
certified  participant,  authorized  repre¬ 
sentative  or  emergency  representative. 
This  person  shall  present  to  the  cash¬ 
ier  both  the  Pood  Stamp  ID  card  and 
ATP.  The  cashier  shall  examine  the 
ATP  for  authenticity,  alteration  and 
date  of  expiration.  If  the  ATP  is  valid 
the  person  requesting  food  stamps 
shall  sign  the  ATP  in  the  presence  of 
the  cashier.  The  cashier  shall  compare 
the  signature  on  the  ATP  with  the  sig¬ 
nature  on  the  ID  card.  In  cases  where 
an  emergency  representative  obtains 
the  coupons,  the  signature  and  identi¬ 
fication  check  shall  be  governed  by 
local  agency  policy.  If  the  person  re¬ 
questing  coupons  has  already  signed 
the  ATP,  the  person  shall  be  required 
to  sign  a  separate  piece  of  paper  for 
signature  comparison.  If  the  signa¬ 
tures  agree,  coupons  shall  be  issued  in 
accordance  with  paragraph  (h)  of  this 
section. 

(8)  The  State  agency  shall  clearly 
differentiate  between  initial,  supple¬ 
mental,  and  replacement  ATP  is¬ 
suances  in  its  accountability  system. 

(9)  The  coupon  issuer  shall  reconcile 
its  issuance  on  a  daily  basis. 


(10)  The  State  agency  shall  provide 
for  the  issuance  of  coupon  replace¬ 
ments  due  to  improper  manufacture, 
mutilation,  or  loss. 

(f)  HIR  card  issuance  system.  In  an 
HIR  card  issuance  system,  the  State 
agency  shall  divide  the  issuance  re¬ 
sponsibilities  among  a  receptionist, 
cashier  and  supervisor. 

(1)  The  receptionist  shall  maintain  a 
separate  daily  tally  sheet  in  duplicate 
for  each  cashier  in  the  issuance  unit  to 
record  the  individual  daily  issuance 
transactions. 

(2)  The  issuance  supervisor  shall 
prepare  daily,  or  as  appropriate,  a 
cashier’s  daily  report  for  each  cashier 
to  account  for  coupons  issued. 

(3)  The  receptionist  shall  check  the 
ID  card  of  the  person  wishing  to 
obtain  coupons  against  the  HIR  card 
from  the  HIR,  master  file.  An  emer¬ 
gency  representative  must  present  a 
signed  written  statement  from  the 
head  of  the  household  or  spouse  au¬ 
thorizing  the  issuance  of  food  stamps 
for  the  certified  household.  If  satisfied 
with  the  identification,  the  reception¬ 
ist  shall  select  the  daily  tally  sheet  of 
the  cashier  from  whom  the  household 
will  receive  the  allotment,  enter  infor¬ 
mation  about  the  transaction,  and  ini¬ 
tial  the  HIR  card  before  it  goes  to  the 
cashier. 

(4)  Upon  receipt  of  the  HIR  card 
from  the  receptionist,  the  cashier 
shall  enter  the  amount  of  coupons 
issued  and  intiial  the  HIR  card.  The 
cashier  shall  also  obtain  the  partici¬ 
pant’s  signature  on  the  HIR  card  and 
compare  the  signature  with  that  on 
the  ID  card.  If  the  signatures  agree, 
the  cashier  shall  issue  coupons  in  ac¬ 
cordance  with  paragraph  (h)  of  this 
section. 

(5)  The  coupon  issuer  shall  reconcile 
daily  its  issuances  using  the  daily  tally 
sheet  and  the  cashier’s  daily  report. 

(6)  The  State  agency  may  stagger 
the  issuance  of  coupons  to  certified 
households  through  the  15th  of  the 
month. 

(7)  The  State  agency  shall  provide  a 
household  certified  for  program  par¬ 
ticipation  after  the  25th  of  the  month 
the  opportunity  to  obtain  its  allot¬ 
ment  in  the  following  month. 

(8)  The  State  agency  shall  provide 
for  the  issuance  of  coupon  replace¬ 
ments  due  to  improper  manufacture, 
mutilation,  or  loss. 

(g)  Expedited  service.  (1)  The  State 
agency  shall  manually  prepare  and 
issue  ATPs  at  the  local  level  if  neces¬ 
sary  to  provide  an  opportunity  to  par¬ 
ticipate  to  households  certified  on  an 
expedited  basis  in  accordance  with 
§  273. 2(i),  to  comply  with  the  process¬ 
ing  standards  for  initial  and  recertifi¬ 
cations  and  for  action  on  reported 
changes,  and  to  replace  lost  or  stolen 
ATPs  or  allotments.  To  minimize  the 
possibility  of  misuse  of  manually-pre¬ 
pared  ATPs,  the  State  agency  shall: 


(1)  Divide  responsibility  for  the  issu¬ 
ance  of  the  ATP  between  at  least  two 
persons  to  prevent  a  single  individual 
from  having  complete  control  over 
both  the  documents  which  authorize 
the  issuance  of  ATPs  and  the  ATPs 
themselves. 

(ii)  Record,  immediately,  on  the  HIR 
master  file,  the  serial  number  and 
other  issuance  information  from  the 
ATP. 

(2)  For  initial  certifications,  the 
State  agency  shall  prevent  duplicate 
or  unauthorized  participation  by 
checking  its  records  prior  to  issuing 
the  manual  ATP  to  assure  the  house¬ 
hold  is  not  currently  certified  for  that 
month  or  is  not  disqualified  from  par¬ 
ticipation. 

(3)  The  State  agency  shall  issue  an 
emergency  replacement  ATP  only  if 
the  original  ATP  is  reported  lost  or 
stolen  in  the  period  for  which  it  was 
intended. 

(i)  Prior  to  authorizing  the  issuance 
of  a  replacement  ATP,  the  State 
agency  shall  determine  if: 

(A)  The  household  is  currently  certi¬ 
fied. 

(B)  Sufficient  time  has  elapsed  for 
delivery  to  have  been  completed.  Suf¬ 
ficient  time  shall  not  exceed  five  days 
from  the  miling  date. 

(C)  The  lost  or  stolen  ATP  was  valid 
for  the  current  month. 

(ii)  The  participant  must  sign  an  af¬ 
fidavit  stating  that  the  original  ATP 
will  be  returned  to  the  State  agency  if 
recovered  by  the  household.  The  affi¬ 
davit  shall  be  filed  in  the  case  file. 

(iii)  After  two  consecutive  reported 
mail  losses  by  a  household,  the  State 
agency  shall  consider  other  means  to 
deliver  ATP’s  to  the  household. 

(iv)  On  a  monthly  basis,  the  State 
agency  shall  provide  a  list  of  all  ATPs 
reported  as  lost  or  stolen  from  the 
mail  to  the  appropriate  Postal  Inspec¬ 
tion  service.  The  State  agency  should 
assist  the  Postal  Inspection  Service 
during  the  investigation  and  shall, 
upon  request,  supply  the  service  with 
a  facsimile  of  the  original  and  replace¬ 
ment  ATP’s  and  a  copy  of  the  nonre¬ 
ceipt  affidavit.  The  State  agency  shall 
advise  the  service  if  the  original  ATP 
is  transacted. 

(h)  Issuance  of  coupons  to  home- 
holds.  The  State  agency  shall  issue 
coupon  books  in  accordance  with  a 
table  for  coupon  book  issuance  pro¬ 
vided  by  FNS.  The  table  provides  par¬ 
ticipants  with  an  efficient  and  eco¬ 
nomical  distribution  of  the  available 
coupons  and  coupon  book  types  and 
assists  FNS  in  maintaining  proper  in¬ 
ventory  levels.  The  State  agency  may 
deviate  from  the  table  if  the  specified 
coupon  books  are  unavailable.  Excep¬ 
tions  from  the  table  are  authorized  for 
blind  and  visually  handicapped  partici¬ 
pants  who  request  that  all  coupons  be 
of  one  denomination.  The  State 
agency  shall  issue  the  coupon  books  in 
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consecutive  serial  number  order  when¬ 
ever  possible,  starting  with  the  lowest 
serial  number  in  each  coupon  book  de¬ 
nomination.  A  household  member 
whose  name  appears  on  the  ID  card 
shall  sign  the  coupon  books. 

§  274.3  Issuance  of  coupons  through  the 
mail. 

(a)  Types  of  mail  issuance  systems. 
The  State  agency  may  issue  some  or 
all  of  the  coupon  allotments  through 
the  mail.  State  agencies  shall  deter¬ 
mine  whether  to  use  a  regular  mail  is¬ 
suance  system  or  a  direct  coupon  mail¬ 
ing  system.  A  regular  mail  issuance 
system  is  one  which  uses  an  authoriza¬ 
tion  document  as  an  intermediate  step 
in  mail  issuance.  A  direct  coupon  mail¬ 
ing  system  is  one  which  does  not  use 
an  authorization  document.  The 
system,  controls  and  forms  designed 
by  the  State  agency  to  operate  a  regu¬ 
lar  or  direct  coupon  mail  issuance 
system  must  be  approved  by  FNS. 

(b)  Mail  issuance  controls  and  re¬ 
cords.  (1)  The  State  agency  shall  es¬ 
tablish  and  maintain  a  mail  issuance 
log  to  record  requests  for  mail  issu¬ 
ance  and  the  date  and  amount  of  cou¬ 
pons  issued. 

(2)  All  operations  involving  the 
maintenance  of  coupon  inventory  re¬ 
cords,  assembly  of  coupon  allotments, 
envelope  stuffing,  and  preparation  of 
envelopes  for  mailing  shall,  if  at  all 
possible,  be  performed  by  at  least  two 
persons.  If  these  functions  are  per¬ 
formed  by  one  person,  a  second  party 
review  shall  be  made  to  verify  coupon 
inventory,  the  reconciliation  of  the 
mail  issuance  log,  and  the  number  of 
mailings  prepared.  Offices  using  pres¬ 
tuffing  methods  must  provide  for  dual 
accountability  during  the  stuffing  and 
addressing  operations  and  maintain  a 
perpetual  coupon  inventory  control 
and  mail  issuance  logs. 

(3)  The  State  agency  shall  establish 
controls  which  prevent  a  participant 
from  obtaining  coupons  through  both 
the  mail  and  over-the-counter  issuance 
systems. 

(4)  The  State  agency  shall  inform 
appropriate  postal  officials  of  the 
schedule  for  mailing  coupons,  the  ap¬ 
proximate  volume  and  value  of  the 
mailings,  and  the  type  of  envelopes  to 
be  used. 

(5)  At  least  first-class  mail  shall  be 
used  in  mailing  coupon  allotments. 
The  coupons  shall  be  mailed  in  sturdy 
nonforwarding  envelopes  or  other 
nonforwarding  mailing  packages. 

(6)  To  minimize  mail  theft  exposure, 
direct  mail  issuances  shall  be  stag¬ 
gered  through  the  10th  day  of  the 
month,  and  may  be  staggered  through 
the  15th  day  provided  that  each 
household  will  likely  receive  its  cou¬ 
pons  on  the  same  date  every  month. 
The  State  agencies  shall  ensure  that 
coupons  are  not  mailed  to  concentra¬ 
tions  of  households  with  the  same  zip 


code  on  the  same  day.  FNS  may  pro¬ 
vide  waivers  to  State  agencies  that 
present  adequate  documentation  to  in¬ 
dicate  that  thefts  from  the  mail  will 
not  represent  a  significant  problem. 

(7)  State  agencies  which  rely  exclu¬ 
sively  on  mail  issuance  shall  ensure 
that  participants  receive  allotments  on 
a  timely  basis  and  can  receive  timely 
replacement  issuances  either  from  the- 
mailing  center  or  local  facilities.  The 
State  agency  shall  also  ensure  that  it 
has  an  alternative  issuance  system  to 
provide  expedited  service  in  accor¬ 
dance  with  §  273. 2(i)  and  §  274.2(g). 

(c)  Coupons  lost  in  the  mail.  (1) 
When  a  household  reports  the  nonde¬ 
livery  of  coupons  issued  through  the 
mail,  the  State  agency  shall: 

(1)  Determine  if  the  coupons  were  ac¬ 
tually  mailed; 

(ii)  Determine  that  sufficient  time 
has  elapsed  for  the  coupons  to  have 
been  received  by  the  participant,  but 
not  more  than  five  days; 

(iii)  Review  the  mail  issuance  log  for 
the  return  of  undelivered  coupons; 

(iv)  Report  all  losses  to  the  postal 
authorities.  States  shall  also  report  to 
the  postal  authorities  all  patterns  of 
losses  in  particular  project  areas  or 
neighborhoods; 

(v)  Prepare  and  have  the  participant 
sign  an  affidavit; 

(vi)  Issue  replacement  coupons  to 
the  household  within  five  days  after 
the  report  of  nondelivery  has  been  re¬ 
ceived; 

(vii)  Record  the  report  of  nondeli¬ 
very  and  the  date  of  replacement  on 
the  mail  issuance  log;  and 

(viii)  Take  other  action  warranted  by 
the  reported  nondelivery. 

(2)  After  two  consecutive  reports  of 
nondelivery  concerning  the  same 
household,  the  State  agency  shall 
employ  other  Issuance  methods.  These 
include: 

(i)  Using  special  delivery,  certified  or 
registered  mail; 

(ii)  Arranging  for  the  household  to 
pick  up  its  coupon  allotment  at  the 
local  post  office;  or 

(iii)  Moving  the  households  from  the 
mail  issuance  system  to  a  regular  over- 
the-counter  system. 

(3)  If  there  is  an  increase  in  the  loss 
of  coupons  issued  through  the  mail, 
either  in  a  particular  area  or  through¬ 
out  the  mail  issuance  caseload,  the 
State  agency  shall  take  corrective 
action  to  reduce  the  financial  loss  rate 
and  improve  service  to  participants. 

(4)  The  State  agency  shall  use  certi¬ 
fied  mail  issuance  for  its  regular  or 
direct  mail  program  when  the  value  of 
coupon  replacements  for  an  area  ex¬ 
ceeds  the  cost  of  using  certified  mail 
unless  the  State  agency  demonstrates 
to  FNS  that  other  corrective  action  is 
satisfactory.  The  State  agency  may 
also  use  certified  mail  where  neighbor¬ 
hoods  or  individual  households  are  ex¬ 
periencing  loss  problems. 


(5)  Coupons  are  “in  the  mail”  when 
deposited  with  the  Postal  Service.  FNS 
will  assume  financial  liability  for  all 
coupons  lost  in  the  mail  if  the  coupons 
were  issued  in  accordance  with  FNS 
policies  and  procedures,  unless  FNS 
notifies  the  State  agency  that  the  loss 
rate  has  become  unacceptable  to  FNS 
and  that  all  further  mailings  shall  be 
at  the  risk  of  the  State  agency.  A 
State  agency  which  refuses  to  estab¬ 
lish  certified  mail  when  required  to  do 
so  by  FNS  shall  be  held  strictly  liable 
for  future  mail  issuance  losses  in  the 
project  areas  concerned. 

(d)  Mail  issuance  reporting  on  the 
Food  Coupon  Accountability  Report. 
(1)  All  mail  issuance  activity,  including 
coupon  mail  issuance  replacements, 
shall  be  reported  on  the  Form  FNS- 
250,  Food  Coupon  Accountability 
Report. 

(2)  The  coupon  issuer  shall  attach 
copies  of  all  replacement  affidavits  to 
Form  FNS-250. 

(3)  Original  allotments  subsequently 
recovered  by  the  issuance  office 
during  the  current  month  shall  be  re¬ 
turned  to  inventory  and  noted  on  tht? 
mail  issuance  log.  The  replacement  is¬ 
suance  shall  not  be  reported  on  the 
Form  FNS-250.  The  coupon  issuer 
shall  notify  the  post  office  of  the 
return  of  coupon  allotments  previous¬ 
ly  reported  as  lost  in  the  mail. 

§  274.4  Distribution  of  coupons. 

(a)  Coupon  inventory  management. 
The  State  agency  shall  establish  a 
coupon  inventory  management  system 
which  ensures  that  coupons  are  requi¬ 
sitioned  and  inventories  are  main¬ 
tained  in  accordance  with  the  require¬ 
ments  of  these  regulations. 

(1)  The  State  agency  shall  monitor 
the  coupon  inventories  of  the  coupon 
issuers  and  bulk  storage  points  to 
ensure  inventories  are  at  proper  levels 
and  are  not  in  excess  of  the  reasonable 
needs  of  coupon  issuers.  The  State 
agency  shall  consider,  among  other 
things,  in  detemining  the  reasonable 
inventory  needs,  the  ease  and  feasibi¬ 
lity  of  resupplying  such  inventories 
from  storage  supplies  within  the  State 
as  well  as  from  the  manufacturer.  The 
inventory  levels  at  coupon  issuers  and 
bulk  storage  points  should  not  exceed 
a  six-month  supply,  taking  into  ac¬ 
count  coupons  on  hand  and  on  order. 

(2)  The  State  agency  shall  establish 
an  accounting  system  for  monitoring 
the  inventory  activities  df  coupon  issu¬ 
ers.  The  State  agency  shall  review  the 
Form  FNS-250,  from  coupon  issuers, 
and  the  Form  FNS-250-1,  Food 
Coupon  Book  Reports,  from  bulk  stor¬ 
age  points,  to  determine  the  propriety 
and  reasonableness  of  the  inventories. 
Forms  FNS-261,  Advices  of  Shipment, 
Form  FNS-300,  Advices  of  Transfer,  or 
an  approved  State  agency  form,  and 
reports  of  returned  mail  issued  cou¬ 
pons,  reports  of  replacements  of  mail 
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issued  coupons,  reports  of  improperly 
manufactured  or  mutilated  coupons, 
reports  of  shortage  or  overage  of  food 
coupon  books  and  physical  inventory 
controls  shall  be  used  by  the  State 
agency  to  assure  the  accuracy  of 
monthlky  reports  and  their  compli¬ 
ance  with  required  inventory  levels 
and  the  accuracy  and  reasonableness 
of  coupon  orders. 

(b)  Coupon  controls.  The  State 
agency  shall  establish  control  and  se¬ 
curity  procedures  to  safeguard  cou¬ 
pons,  similar  to  those  used  to  protect 
currency.  The  State  agency  and  all 
persons  or  organizations  acting  on  its 
behalf,  shall  take  the  necessary  pre¬ 
cautions  to:  (1)  safeguard  coupons 
from  theft,  embezzlement,  loss, 
damage,  or  destruction;  (2)  avoid  un¬ 
authorized  transfer,  negotiation  or  use 
of  coupons;  and  (3)  avoid  issuance  and 
transfer  of  altered  or  counterfeit  cou¬ 
pons.  The  exact  nature  of  security  ar¬ 
rangements  will  depend  on  State 
agency  evaluation  of  local  coupon  issu¬ 
ance  and  storage  facilities.  These  ar¬ 
rangements  must  permit  the  timely  is¬ 
suance  of  coupons  while  affording  a 
reasonable  degree  of  coupon  security. 

(c)  State  coupon  requisitioning.  The 
State  agency  shall  arrange  for  the  or¬ 
dering  of  coupons  and  the  prompt  ver¬ 
ification  and  written  acceptance  of  the 
contents  of  each  coupon  shipment. 
The  State  agency  shall  furnish  FNS 
with  appropriate  delivery  hours  and 
the  names  of  the  persons  authorized 
to  sign  delivery  acknowledgements. 

(d)  FNS  review  of  requisitions.  FNS 
will  assess  the  reasonableness  and  pro¬ 
priety  of  food  stamp  requisitions  sub¬ 
mitted  by  State  agencies  based  on 
prior  inventory  changes  and  will 
notify  the  State  agency  of  any  adjust¬ 
ments  made  to  requisitions. 

(e)  FNS  shipment  of  coupons.  FNS 
will  ship  coupons,  printed  in  such  de¬ 
nominations  as  it  may  determine  nec¬ 
essary,  directly  to  State  agency  desig¬ 
nated  receiving  points.  FNS  will 
promptly  advise  the  State  agency  in 
writing  when  coupons  are  shipped  to 
receiving  points  using  Form  FNS-261. 
Coupons  shall  be  considered  delivered 
to  the  State  agency  when  FNS  or  its 
carrier  has  a  signed  receipt. 

(f)  Shipment  of  coupons  by  the  State 
agency.  (1)  Once  coupons  have  been 
accepted  by  receiving  points  within 
the  State,  any  further  movement  of 
the  coupons  between  coupon  issuers 
and  bulk  storage  points  within  the 
State  is  at  the  risk  of  the  State 
agency.  To  minimize  the  risk  of  loss, 
coupons  are  usually  shipped  by  ar¬ 
mored  car,  armored  vehicle,  armored 
tractor/trailer,  air,  or  the  Postal  Ser¬ 
vice.  Movement  of  coupons  by  any  of 
these  methods  of  transportation  is 
normally  appropriate  because  strin¬ 
gent  security  is  applied  and  the  risk  of 
loss  is  usually  borne  by  the  carrier. 

(2)  In  every  instance  when  coupons 
are  transported  the  person(s)  trans¬ 
porting  coupons  shall: 


(i)  Acknowledge  their  receipt,  in 
writing; 

(ii)  Accord  the  coupons  much  protec¬ 
tion  as  is  reasonable; 

(ill)  Advise  issuance  supervisors  of 
the  routes  to  be  taken,  the  shipment 
departure  time  and  the  estimated  arri¬ 
val  time. 

(g)  Specimen  coupons.  FNS  will  pro¬ 
vide  non-negotiable  specimen  coupons 
to  State  agencies  and  firms  upon  writ- 
ten  request  for  the  purpose  of  educat¬ 
ing  and  training  employees  on  pro¬ 
gram  operations. 

(1)  The  State  agency  or  firm  shall 
store  specimen  coupons  in  secure  stor¬ 
age  with  access  limited  to  authorized 
personnel.  The  State  agency  or  firm 
shall  keep  a  perpetual  record  of  speci¬ 
men  coupon  inventory. 

(2)  Specimen  coupons  that  are  muti¬ 
lated,  improperly  manufactured,  or 
otherwise  unusable,  shall  be  destroyed 
by  the  State  agency  or  firm.  Such  de¬ 
struction  shall  be  witnessed  by  two 
persons  and  noted  on  the  perpetual  in¬ 
ventory  record  maintained  for  speci¬ 
men  coupons. 

§  274.5  Responsibilities  of  coupon  issuers 
and  bulk  storage  points. 

(a)  Receipt  of  coupons.  Coupon  issu¬ 
ers  and  bulk  storage  -  points  shall 
promptly  verify  and  acknowledge,  in 
writing,  the  contents  of  each  coupon 
shipment  delivered  to  them  and  shall 
be  responsible  for  the  custody,  care, 
control,  and  storage  of  coupons. 

(b)  Inventory  levels.  Coupon  issuers 
and  bulk  storage  points  shall  maintain 
a  proper  level  of  coupon  inventory  not 
in  excess  of  reasonable  needs,  taking 
into  consideration  the  ease  and  feasi¬ 
bility  of  resupplying  such  coupon  in¬ 
ventories.  Such  inventory  levels 
should  not  exceed  the  six-month 
supply  provided  for  in  §  274.4(a). 

(c)  Monthly  reporting.  Coupon  issu¬ 
ers  and  bulk  storage  points  shall 
report  monthly  to  FNS,  through  the 
State  agency,  using  Form  FNS-250  of 
Form  FNS-250- 1.  The  State  agency 
shall  prescribe  a  report  due  date, 
taking  into  consideration  the  time 
needed  to  perform  the  functions  re¬ 
quired  in  §274.8.  These  reports  shall 
be  signed  by  the  coupon  Issuer  or  ap¬ 
propriate  corporate  official,  certifying 
that  the  information  is  true  and  cor¬ 
rect  to  the  best  of  that  person’s  knowl¬ 
edge  and  belief.  Reports  shall  be  sub¬ 
mitted  to  FNS  by  the  State  agency  by 
the  45th  day  following  the  end  of  the 
report  month. 

(d)  Supporting  documentation. 
Coupon  issuers  and  bulk  storage 
points  shall  submit  to  the  State 
agency  supporting  documentation 
which  will  allow  verification  of  the 
monthly  report.  At  a  minimum,  such 
documentation  shall  include  docu¬ 
ments  supporting  coupon  shipments, 
transfers,  and  issuances.  In  those 
states  using  an  ATP  issuance  system. 


coupon  issuers  shall  submit  transacted 
ATP’s  batched  according  to  each  day’s 
activity,  in  accordance  with  the  sched¬ 
ule  prescribed  by  the  State  agency 
but,  in  any  case,  not  less  often  than 
monthly. 

(e)  Improperly  manufactured  or  mu¬ 
tilated  coupons.  Coupon  issuers  and 
bulk  storage  points  shall  cancel  im¬ 
properly  manufactured  or  mutilated 
coupons  or  coupon  books  by  writing  or 
stamping  “canceled”  across  the  face  of 
the  coupon(s)  and  coupon  book(s)  and 
shall  forward  them  with  the  appropri¬ 
ate  documentation  to  the  State 
agency. 

§  274.6  Reconciliation. 

(a)  Verification  of  ATP  issuance.  (1) 
In  ATP  issuance  systems  the  State 
agency  shall  verify  the  number  of 
ATP’s  received  from  the  coupon  issu¬ 
ers  and  the  total  value  of  authorized 
coupon  issuances. 

(2)  ATP  batches  not  reconciled  shall 
be  maintained  intact  by  the  State 
agency  until  the  discrepancy  is  re¬ 
solved  with  the  coupon  issuer. 

(3)  Following  receipt  and  verification 
of  the  final  batch  of  ATP’s  for  the 
month,  the  State  agency  shall  deter¬ 
mine  the  total  value  of  authorized  is¬ 
suances  for  each  coupon  issuer.  Any 
expired  or  out-of-State  ATP’s  shall  be 
handled  as  coupon  issuer  errors  and 
shall  not  be  included  in  authorized  is¬ 
suance  figures. 

(b)  Reconciliation  of  ATP’s  with  the 
HIR  master  file.  The  State  agency 
shall  post  and  reconcile  all  transacted 
ATP’s  against  the  HIR  master  file. 
This  posting  and  reconciliation  shall, 
at  a  minimum,  include  for  each  ATP  a 
comparison  of  the  total  coupon  allot¬ 
ment.  The  State  agency  shall  merge 
the  records  of  the  manually  prepared 
initial,  supplemental,  and  replacement 
ATP  issuances  with  the  HIR  master 
file  prior  to  posting  and  reconciling 
the  transacted  ATP's.  Because  ATP’s 
issued  after  the  25th  of  the  month 
may  be  redeemed  in  the  following 
month  and  because  supplemental 
ATP’s  may  be  issued  during  the 
month,  the  State  agency  shall  estab¬ 
lish  a  mechanism  for  the  redemption 
of  two  valid  ATP’s  in  one  month,  and 
for  the  reconciliation  and  posting  to 
the  correct  month  of  issuance.  Howev¬ 
er,  ATP’s  issued  to  replace  ATP’s  re¬ 
ported  lost  or  stolen  shall  be  separate¬ 
ly  identifiable,  as  the  transaction  of 
both  the  original  and  replacement 
ATP  represents  a  duplicate  issuance 
which  must  be  reported  on  a  reconcili¬ 
ation  report  required  in  §  274.8(a). 

(c)  Identification  of  unreconciled 
ATP’s.  The  State  agency  shall  identify 
all  transacted  ATP’s  that  ar6  not  rec¬ 
onciled  with  the  HIR  master  file  as  ex¬ 
pired,  duplicated,  altered,  stolen,  coun¬ 
terfeit,  or  out-of-State.  This  identifica¬ 
tion  shall  be  used  to  establish  the  li¬ 
abilities  of  the  State  agency  and  FNS 
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on  a  reconciliation  report  and  for  de¬ 
termination  of  corrective  or  claims 
action. 

(d)  HIR  reconciliation  to  the  case 
files.  In  an  HIR  issuance  system,  the 
State  agency  shall  conduct  a  semian¬ 
nual  comparison  of  the  active  and  in¬ 
active  HIR  cards  against  the  case  files. 
At  a  minimum,  20  percent  of  all  active 
and  inactive  HIR  cards  shall  be  select¬ 
ed  at  random  for  the  comparison.  If 
the  State  agency  discovers  an  HIR 
card  during  the  review  for  which  a 
case  file  cannot  be  located,  the  State 
agency  shall  conduct  a  total  review  of 
the  active  case  files.  The  State  agency 
shall  immediately  document  and 
report  any  discrepancies  discovered 
during  the  semiannual  review  to  FNS. 

§  274.7  Issuance  record  retention  and  se¬ 
curity. 

(a)  Availability  of  issuance  records. 
The  State  agency  shall  maintain  issu¬ 
ance  records  for  a  period  of  three 
years,  following  the  end  of  the  fiscal 
year  of  origin.  This  period  may  be  ex¬ 
tended  at  the  wTitten  request  of  FNS. 

(1)  Issuance  records  shall  include,  at 
a  minim un:  notices  of  change,  HIR 
cards,  inventory  records,  transacted 
ATP’s  or  similar  authorizing  docu¬ 
ments,  Forms  FNS-250,  Forms  FNS- 
250-1  and  substantiating  documents, 
cashier’s  daily  reports,  receptionist’s 
daily  tally  sheets,  and  the  HIR  master 
file. 

(2)  In  lieu  of  the  records  themselves, 
microfilm,  microfiche,  or  computer 
tapes  may  be  maintained,  as  long  as 
they  are  easily  retrievable  for  audit 
review  purposes. 

(b)  Control  of  issuance  documents. 
The  State  agency  shall  control  all  issu¬ 
ance  documents  which  establish 
household  eligibility  while  the  docu¬ 
ments  are  transferred  and  processed 
within  the  State  agency.  The  State 
agency  shall  use  numbers,  batching, 
inventory  control  logs  or  similar  con¬ 
trols  from  the  point  of  initial  receipt 
through  the  issuance  and  reconcili¬ 
ation  process.  The  State  agency  shall 
also  ensure  the  security  and  control  of 
ATP’s  in  transit  from  the  manufactur¬ 
er  to  the  State  agency. 

(c)  Accountable  documents.  HIR 
cards,  ATP’s,  ID  cards,  and  Forms 
FNS-286  shall  be  considered  account¬ 
able  documents.  The  State  agency 
shall  provide  the  following  minimum 
security  and  control  procedures  for 
these  documents: 

( 1 )  Preprinted  serial  numbers: 

(2)  Secure  storage; 

(3)  Access  limited  to  authorized  per¬ 
sonnel; 

(4)  Bulk  inventory  control  records; 

15)  Subsequent  control  records  main¬ 
tained  through  the  point  of  issuance 
or  use;  and 

(6)  Periodic  review  and  validation  of 
inventory  controls  and  records  by  par¬ 
ties  not  otherwise  involved  in  main¬ 
taining  control  records. 


(d)  Notice  of  change  security.  For  no¬ 
tices  of  change  which  initiate,  update, 
suspend,  or  terminate  the  HIR,  the 
State  agency  shall  at  a  minimum,  pro¬ 
vide  secure  storage  and  limit  access  to 
authorized  personnel. 

§  274.8  State  agency  reporting  and  de¬ 
struction  of  unusable  coupons. 

(а)  State  agency  reporting.  (1)  The 
State  agency  shall  report  to  FNS  when 
a  project  area,  reconciliation  point,  or 
coupon  shipment  receiving  point  is 
created,  changed  or  terminated  at 
least  30  days  prior  to  the  effective 
date  of  the  action.  A  reconciliation 
point  is  that  point  in  the  State  agency 
where  transacted  ATP’s  are  reconciled 
with  the  HIR  master  file.  Although 
initial  notification  may  be  made  by 
telephone,  the  State  agency  shall  con¬ 
firm  the  information  in  writing  as 
soon  as  possible. 

(2)  The  State  agency  shall  review 
Form  FNS-250,  and  Form  FNS-250- 1, 
received  monthly  from  coupon  issuers 
and  bulk  storage  points  for  accuracy, 
completeness,  and  reasonableness.  The 
State  agency  shall  attest  to  the  accu¬ 
racy  of  these  reports  and  submit  them 
to  FNS  so  that  they  will  be  received  in 
FNS  by  the  45th  day  following  the  end 
of  the  report  month. 

(3)  The  State  agency  shall  submit  to 
FNS  a  Form  FNS-259,  Food  Stamp 
Mail  Issuance  Report,  for  each  project 
area  using  a  mail  issuance  system.  The 
State  agency  shall  verify  the  issuance 
and  replacement  figures  by  a  compari¬ 
son  with  the  issuance  and  replacement 
figures  on  the  appropriate  coupon  is¬ 
suer’s  Form  FNS-250.  This  report 
shall  be  submitted  to  FNS  so  that  it 
will  be  received  in  FNS  by  the  45th 
day  following  the  end  of  each  quarter. 

(4)  FNS  shall  review  each  Form 
FNS-250  and  FNS-250-1,  submitted 
through  the  State  agency  for  com¬ 
pleteness,  accuracy,  and  reasonable¬ 
ness  and  shall  reconcile  inventory  with 
shipping  records.  FNS  will  review 
State  agency  verification  of  coupon 
issuer  and  bulk  storage  point  monthly 
reports.  FNS  may  supplement  this 
review  by  unannounced  spot  checks  of 
inventory  levels  and  coupon  security 
arrangements  at  selected  coupon  issu¬ 
ers  and  bulk  storage  points. 

(5)  Any  State  agency  having  an  ATP 
issuance  system  shall  report  monthly 
to  FNS  on  the  reconciliation  of  the 
transacted  ATP’s  against  the  HIR 
master  file  on  a  Food  Stamp  Reconcili¬ 
ation  Report.  This  report  shall  be  pre¬ 
pared  at  the  level  of  the  State  agency 
where  the  actual  reconciliation  of  the 
transacted  ATP’s  to  the  HIR  master 
file  takes  place.  This  report  shall  be 
submitted  to  FNS  so  that  it  will  be  re¬ 
ceived  in  FNS  by  the  45th  day  follow¬ 
ing  the  end  of  the  report  month. 

(б)  The  State  agency  shall  submit  to 
FNS  Form  FNS-256,  Monthly  Report 
of  Participation  and  Coupon  Issuance, 


for  each  project  area.  The  State 
agency  shall  compile  figures  after  the 
end  of  the  issuance  month  based  on 
HIR  card  data  or  transacted  ATP’s. 
These  figures  shall  be  detailed  by  pro¬ 
ject  area  and  include  all  issuances  sup¬ 
ported  by  issuance  documents  includ¬ 
ing  expired,  altered,  stolen,  counterfeit 
and  duplicate  issuances.  This  report 
shall  be  submitted  to  FNS  so  that  it 
will  be  received  in  FNS  by  the  35th 
day  following  the  report  month. 

(b)  Destruction  of  unusable  coupons. 
(1)  After  verification  of  the  reports  re¬ 
ceived  from  the  coupon  issuers  and 
bulk  storage  points,  the  State  agency 
shall  destroy  improperly  manufac¬ 
tured  or  mutilated  coupons  or  coupon 
books  received  from  coupon  issuers 
and  bulk  storage  points,  and  unusable 
coupons  or  coupon  books  returned  by 
households,  provided  that: 

(1)  It  has  been  determined  that  the 
value  of  coupons  does  not  exceed  $200 
per  coupon  issuer  or  bulk  storage 
point  for  any  month;  and 

(ii)  The  State  agency  has  deter¬ 
mined  that  the  coupons  were  in  fact 
improperly  manufactured  or  mutilat¬ 
ed. 

(2)  The  State  agency  shall  destroy 
the  coupons  and  coupon  books  by 
burning,  shredding,  tearing  or  cutting 
so  they  are  not  negotiable.  Two  State 
agency  officials  shall  witness  and  cer¬ 
tify  the  destruction  and  forward  the 
Form  FNS-136,  Certificate  of  Destruc¬ 
tion  of  Food  Coupons,  with  the  Form 
FNS-250  or  Form  FNS-250-1. 

(3)  If  the  value  of  the  coupons  to  be 
destroyed  exceeds  $200  per  coupon 
issuer,  the  State  agency  shall  request 
FNS  approval  prior  to  any  destruction 
of  the  coupons. 

(4)  If  either  the  coupon  issuer,  the 
bulk  storage  point  or  the  State  agency 
cannot  determine  whether  coupons  or 
coupon  books  were  in  fact  improperly 
manufactured  or  establish  the  value  of 
the  coupons  involved,  the  State 
agency  shall  promptly  forward  a  writ¬ 
ten  statement  of  findings  and  the  can¬ 
celed  coupon(s)  or  coupon  book(s)  to 
FNS  for  a  determination. 

§  274.9  Close-out  of  a  coupon  issuer. 

(a)  Definition  of  responsibilities. 
Whenever  the  services  of  a  coupon 
issuer  or  bulk  storage  point  are  termi¬ 
nated,  the  State  agency  shall  perform 
the  responsibilities  described  below.  If 
a  coupon  issuer  or  bulk  storage  point 
has  more  than  one  functioning  unit 
and  one  of  these  facilities  is  terminat¬ 
ed,  the  coupon  issuer  or  bulk  storage 
point  shall  fulfill  the  responsibilities 
described  in  paragraphs  (b)  and  (c)  of 
this  section.  The  coupon  issuer  or  bulk 
storage  point  shall  notify  the  State 
agency  of  the  pending  termination  of 
any  of  its  services  prior  to  the  actual 
termination.  The  State  agency  shall 
promptly  notify  FNS. 

(b)  Close-out  accountability.  The 
State  agency  shall  perform  a  close-out 
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audit  of  a  coupon  issuer  or  bulk  stor¬ 
age  point  within  30  days  of  termina¬ 
tion  of  the  issuance  or  storage  point. 
The  State  agency  shall  report  the 
findings  of  the  audit  to  FNS  immedi¬ 
ately  upon  its  completion.  If  the  audit 
determines  that  the  final  FNS-250  or 
250-1  is  incorrect,  the  State  agency 
shall  promptly  provide  a  corrected 
report  to  FNS. 

(c)  Transfer  of  coupon  inventory.  (1) 
Prior  to  the  transfer  of  coupon  inven¬ 
tory  to  another  coupon  issuer  or  bulk 
storage  point,  the  State  agency  shall 
perform  an  actual  physical  count  of 
coupons  on  hand. 

(2)  The  State  agency  shall  transfer 
the  inventory  to  another  coupon 
issuer  or  bulk  storage  point  preferable 
within  the  same  project  area.  The 
transfer  of  coupons  shall  be  properly 
reported  and  documented  by  both  the 
point  being  terminated  and  the  point 
receiving  the  inventory. 

(d)  Maintenance  of  participant  ser¬ 
vice.  (1)  At  least  30  days  before  actual 
termination  of  a  coupon  issuer,  the 
State  agency  shall  notify  project  area 
participants  of  the  impending  closure. 
Notification  shall  include  identifica¬ 
tion  of  alternative  issuance  locations 
and  available  public  transportation. 

(2)  If  closure  of  the  issuer  will  affect 
a  substantial  portion  of  the  caseload 
or  a  specific  geographic  area,  the  State 
agency  shall  take  whatever  action  is 
necessary  to  maintain  participant  ser¬ 
vice. 

(3)  If  a  coupon  issuer  of  bulk  storage 
point  is  to  be  closed  for  noncompliance 
with  contractual  requirements  and  al¬ 
ternative  issuance  facilities  or  systems 
are  not  readily  available,  the  State 
agency  may  continue  to  use  the 
coupon  issuer  or  bulk  storage  point  for 
a  limited  time.  In  these  situations,  the 
State  agency  shall  perform  weekly  on¬ 
site  reconciliations  of  coupon  issuance. 
The  State  agency  shall  continue  to  ac¬ 
tively  seek  other  issuance  or  storage 
alternatives  and  shall,  in  no  case,  use 
the  coupon  issuer  or  bulk  storage 
point  for  more  than  30  days  from  the 
date  the  decision  is  made  to  terminate 
its  operations. 

§  274.10  Use  or  redemption  of  coupons  by 
eligible  households. 

(a)  Eligible  food.  A  household 
member  should  sign  each  coupon  book 
issued  to  the  household.  The  coupons 
may  be  used  only  by  the  household,  or 
other  persons  the  household  selects, 
to  purchase  eligible  food  for  the 
household,  which  includes,  for  certain 
households  residing  in  certain  desig¬ 
nated  areas  of  Alaska,  the  purchase  of 
hunting  and  fishing  equipment  with 
coupons.  Uncanceled  and  unendorsed 
coupons  of  1 -dollar  denomination,  re¬ 
turned  as  change  by  authorized  retail 
food  stores,  may  be  presented  as  pay¬ 
ment  for  eligible  food.  All  other  de¬ 
tached  coupons  may  be  accepted  only 
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if  accompanied  by  the  coupon  book 
which  bears  the  same  serial  number  as 
the  detached  coupons.  It  is  the  right 
of  the  household  or  the  authorized 
representative  to  detach  the  coupons 
from  the  book. 

(b)  Meals-on-wheels.  Eligible  house¬ 
hold  members  60  years  of  age  or  over 
or  members  who  are  housebound, 
physically  handicapped  or  otherwise 
disabled  to  the  extent  that  they  are 
unable  to  adequately  prepare  all  their 
meals,  and  their  spouses,  may  use  cou¬ 
pons  to  purchase  meals  prepared  for 
and  delivered  to  them  by  a  nonprofit 
meal  delivery  service  authorized  by 
FNS. 

(c)  Communal  dining.  Eligible 
household  members  60  years  of  age  or 
over  and  their  spouses,  or  those  receiv¬ 
ing  SSI  and  their  spouses,  may  use 
coupons  issued  to  them  to  purchase 
meals  prepared  especially  for  them  at 
communal  dining  facilities  authorized 
by  FNS  for  that  purpose. 

(d)  Addict/alcoholics.  Members  of 
eligible  households  who  are  narcotics 
addicts  or  alcoholics  and  who  regular¬ 
ly  participate  in  a  drug  or  alcoholic 
treatment  and  rehabilitation  program 
may  use  coupons  to  purchase  food  pre¬ 
pared  for  them  during  the  course  of 
such  program  by  a  private  nonprofit 
organization  or  institution  authorized 
by  FNS. 

(e)  Alaskan  hunting/fishing  equip¬ 
ment  Eligible  households  residing  in 
areas  of  Alaska  determined  by  FNS  as 
areas  where  access  to  retail  food  stores 
is  difficult  and  who  rely  substantially 
on  hunting  and  fishing  for  subsistence 
may  use  all  or  any  part  of  the  coupons 
issued  to  them  to  purchase  hunting 
and  fishing  equipment  such  as  nets, 
hooks,  rods,  harpoons  and  knives,  but 
excluding  firearms,  ammunition  and 
other  explosives. 

(f)  Use  of  ID  cards.  Upon  request, 
the  household  or  the  authorized  rep¬ 
resentative  shall  present  the  house¬ 
hold’s  ID  card  to  the  retail  food  store 
or  meal  service  when  exchanging  food 
coupons  for  eligible  food. 

(g)  Prior  payment  prohibition.  Cou¬ 
pons  shall  not  be  used  to  pay  for  any 
eligible  food  purchased  prior  to  the 
time  at  which  the  coupons  are  pre¬ 
sented  to  authorized  retail  food  stores 
or  meal  services.  Neither  shall  coupons 
be  used  to  pay  for  any  eligible  food  in 
advance  of  the  receipt  of  food,  except 
when  prior  payment  is  for  food  pur¬ 
chased  from  a  nonprofit  cooperative 
food  purchasing  venture. 

(h)  Cash  change.  When  change  in  an 
amount  less  than  1  dollar  is  required 
in  a  coupon  transaction,  the  house¬ 
hold  shall  receive  the  change  in  cash 
not  to  exceed  99  cents. 

§  274.11  Return  of  coupons. 

(a)  Refund  of  purchase  requirement. 
In  the  event  of  voluntary  termination 
of  participation  in  the  program  by  a 


household  or  death  of  the  head  of  the 
household,  properly  issued  coupons 
may  be  returned  to  FNS  for  a  refund 
on  the  same  ratio  of  cash  to  coupons 
as  was  applied  by  the  State  agency  in 
the  issuance  of  the  coupons  to  the 
household. 

(b)  Filing  refund  request  A  request 
for  a  refund  shall  be  submitted  to  the 
State  agency.  The  request  for  such  a 
refund  shall  be  made  in  accordance 
with  the  following  requirements:  (1)  It 
shall  be  in  ink  or  typed,  (2)  it  shall 
contain  the  claimant’s  address,  (3)  it 
shall  be  dated  and  signed,  and  (4)  the 
unused  coupons  shall  be  attached. 

(c)  FNS  payments.  State  agencies 
shall  forward  claims  to  FNS  for  pay¬ 
ment.  The  claimant’s  request  for  a 
refund,  a  completed  Form  FNS-287, 
Request  for  Reimbursement  or  Notifi¬ 
cation  of  Return  of  Unused  Food  Cou¬ 
pons  for  Refund,  and  the  unused  cou¬ 
pons  shall  be  forwarded  to  FNS  by  the 
State  agency. 

(d)  Limit  on  refunds.  Six  months 
after  elimination  of  the  purchase  re¬ 
quirement,  no  refunds  shall  be  paid 
for  coupons  returned  to  FNS.  Coupons 
will  be  accepted  by  FNS  for  account¬ 
ing  and  disposition  only.  Households 
should  be  reminded  that  even  if  they 
are  not  currently  eligible,  properly 
issued  coupons  may  be  redeemed  by 
them  at  any  time  in  authorized  retail 
stores. 

(e)  Old  series  coupon  exchange. 
Households  which  still  have  old  series 
coupons  shall  be  entitled  to  a  dollar 
for  dollar  exchange  of  old  series  cou¬ 
pons  for  new  series  coupons.  When 
only  a  50-cent  coupon  is  offered  for  ex¬ 
change  or  the  coupons  offered  include 
an  odd  number  of  50-cent  coupons,  a 
new  series  one  dollar  coupon  will  be 
given  for  the  odd  50-cent  coupon. 
Households  in  possession  of  old  series 
coupons  shall  submit  the  coupons  and 
a  request  for  exchange  to  the  State 
agency.  State  agencies  may  make 
direct  exchange  to  claimants  or  re¬ 
quest  FNS  to  make  the  exchange. 

5.  Part  275  remains  in  force  and 
effect  but  is  redesignated  as  a  new 
Part  277.  The  new  Part  275  is  reserved 
except  that  §  275.10  of  former  Part  275 
remains  in  force.  A  new  part  276  is 
added  and  reserved.  As  noted  previous¬ 
ly,  former  paragraphs  271. l(t)  and 
271.7(a)-(d)  remain  in  force  and  effect 
and  are  redesignated  in  the  new  Part 
276.  A  new  Part  277  is  added  and  con¬ 
tains  the  redesignated  Part  275. 
Former  paragraphs  271.1(h),  271.2, 
271.5-275.9,  275.11-275.16,  and  Appen¬ 
dix  A  of  former  Part  275  remain  in 
force  and  effect  in  the  new  Part  277. 
The  titles  of  the  new  Parts  275,  276, 
and  278  read  as  follows: 

PART  275 — PROGRAM  MONITORING 
SYSTEM 

(Reserved.  Section  275.10  of  the  cur¬ 
rent  regulations  remains  in  force.) 
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PART  276 — STATE  AGENCY  LIA¬ 
BILITIES  AND  FEDERAL  SANCTIONS 

(Reserved.  Sections  271. l(t)  and 
271.7(a)-(d)  of  the  current  regulations 
remain  in  force  and  effect.) 


PART  277— PAYMENT  OF  CERTAIN 
ADMINISTRATIVE  COSTS  OF  STATE 
AGENCIES 

(Reserved.  Sections  271.1(h),  271.2, 
275.1-275.9,  275.11-275.16,  and  Appen¬ 
dix  A  of  Part  275  in  the  current  regu¬ 
lations  remain  in  force  and  effect.) 

6.  A  new  Part  278  contains  the  rede¬ 
signated  Part  272  and  is  revised  to 
read  as  follows: 

PART  278— PARTICIPATION  OF  RE¬ 
TAIL  FOOD  STORES,  WHOLESALE 
FOOD  CONCERNS  AND  BANKS 

Sec. 

278.1  Approval  of  retail  food  stores  and 
wholesale  food  concerns. 

278.2  Participation  of  retail  food  stores. 

278.3  Participation  of  wholesale  food  con¬ 
cerns. 

278.4  Procedures  for  redeeming  coupons. 

278.5  Participation  of  banks. 

278.6  Disqualification  of  retail  food  stores 
and  wholesale  food  concerns,  and  impo¬ 
sition  of  civil  money  penalties  in  lieu  of 
disqualifications. 

278.7  Determination  and  disposition  of 
claims— retail  food  stores  and  wholesale 
food  concerns. 

278.8  Administrative  review— retail  food 
stores  and  wholesale  food  concerns. 

Authority:  91  Stat.  958  (7  U.S.C.  2011- 
2027). 

§  278.1  Approval  of  retail  food  stores  and 
wholesale  food  concerns. 

(a)  Application.  Any  firm  desiring  to 
participate  in  the  program  shall  file 
an  application  as  prescribed  by  FNS. 
FNS  shall  deny  or  approve  authoriza¬ 
tion,  or  request  more  information, 
within  30  days  of  receipt  of  the  appli¬ 
cation. 

(b)  Determination  of  authorization. 
An  applicant  shall  provide  sufficient 
data  on  the  nature  and  scope  of  the 
firm’s  business  for  FNS  to  determine 
whether  the  applicant’s  participation 
will  further  the  purposes  of  the  pro¬ 
gram.  In  making  this  determination 
FNS  shall  consider  all  of  the  follow¬ 
ing: 

(1)  The  nature  and  extent  of  the  food 
business  conducted  by  the  applicant 

(i)  Retail  food  stores  which  sell  pri¬ 
marily  food  for  home  preparation  and 
consumption  and  in  which  one  or 
more  staple  food  items,  as  defined  in 
§  271.2,  make  up  more  than  50  percent 
of  food  sales  shall  normally  be  consid¬ 
ered  to  have  food  business  of  a  nature 
and  extent  which  will  further  the  pur¬ 
poses  of  the  program.  These  stores 
shall  include:  full-line  grocery  stores; 
stores  which  sell  meat,  poultry,  or 
fish;  stands  which  sell  agricultural 
commodities;  farmers  markets;  milk 
routes;  bread  routes;  day-old  bread 
stores;  bakeries  and  pastry  shops 


which  sell  bread;  and  nonprofit  coop¬ 
erative  food-purchasing  ventures 
which  meet  any  applicable  local  re¬ 
quirements  for  retail  firms  and  name  a 
manager  to  deal  with  FNS,  even 
though  they  accept  coupons  before  de¬ 
livering  the  food  orders  brought  with 
the  coupons. 

(ii)  Firms  whose  primary  business  is 
not  the  sale  of  food  for  home  prepara¬ 
tion  and  consumption,  but  who  have 
recognized  grocery  departments  in 
which  staple  food  make  up  more  than 
50  percent  of  foods  sales,  shall  normal¬ 
ly  be  considered  to  have  food  business 
of  a  nature  and  extent  which  will 
qualify  the  store  for  participation  in 
the  program.  In  determining  whether 
a  store’s  staple  food  business  is  suffi¬ 
cient  for  the  store  to  qualify  for  par¬ 
ticipation  in  the  program,  FNS  shall 
also  consider: 

(A)  The  volume  of  staple  food  busi¬ 
ness  the  store  does; 

(B)  The  amount  of  sales  of  staple 
foods  compared  to  other  business  con¬ 
ducted  by  the  firm;  and 

(C)  The  availability  of  other  autho¬ 
rized  food  stores  in  the  area. 

(iii)  Wholesale  food  concerns  whose 
primary  business  is  the  sale  of  eligible 
food  at  wholesale,  and  in  which  one  or 
more  staple  food  items,  as  defined  in 
§  271.2,  make  up  more  than  50  percent 
of  food  sales,  shall  normally  be  consid¬ 
ered  to  have  food  business  of  a  nature 
and  extent  which  will  further  the  pur¬ 
poses  of  the  program. 

(2)  The  volume  of  coupon  business 
which  FNS  may  reasonably  expect  the 
firm  to  do.  FNS  may  consider  such  fac¬ 
tors  as  the  location  of  a  store  in  evalu¬ 
ating  the  ability  of  an  applicant  firm 
to  attract  food  stamp  business. 

(3)  The  business  integrity  and  repu¬ 
tation  of  the  applicant  FNS  may  con¬ 
sider: 

(i)  Criminal  conviction  records  re¬ 
flecting  on  the  honesty  or  integrity  of 
officers  or  managers  of  the  applicant 
firm; 

(ii)  Official  records  of  removal  from 
other  Federal,  State,  or  local  pro¬ 
grams; 

(iii)  Judicial  determinations  in  civil 
litigation  adversely  reflecting  on  the 
integrity  of  officers  or  managers  of 
the  applicant  firm; 

(iv)  Evidence  of  an  attempt  to  cir¬ 
cumvent  a  period  of  disqualification 
from  the  Food  Stamp  Program  for  vio¬ 
lations  of  the  Food  Stamp  Act  and  the 
provisions  of  this  part; 

(v)  Evidence  of  prior  fraudulent  be¬ 
havior  of  officers,  managers  of  em¬ 
ployees  of  the  applicant  firm;  and 

(vi)  Any  other  evidence  reflecting  on 
the  business  integrity  and  reputation 
of  the  applicant. 

(4)  Other  factors.  Any  other  factors 
which  FNS  considers  pertinent  to  the 
application  under  consideration. 

(c)  Wholesalers.  A  wholesale  food 
concern  may  be  authorized  if  it  meets 


the  requirements  of  paragraphs  (a) 
and  (b)  of  this  section.  In  addition,  a 
wholesale  food  concern  may  be  autho¬ 
rized  only  if  an  authorized  retail  food 
store  depends  on  that  concern  as  a 
coupon  redemption  outlet.  In  addition, 
no  firm  may  be  authorized  to  accept 
and  redeem  coupons  both  as  a  retail 
food  store  and  a  wholesale  food  con¬ 
cern  at  the  same  time,  nor  may  a  firm 
be  authorized  as  a  wholesale  food  con¬ 
cern  if  its  owner  or  owners  also  own  a 
firm  which  is  authorized  as  a  retail 
food  store. 

(d)  Meal  Services.  A  meal  delivery 
service  or  communal  dining  facility  de¬ 
siring  to  prepare  and  serve  meals  to 
households  eligible  under  §  271.3(a)  (2) 
and  (3),  in  addition  to  meeting  the  re¬ 
quirements  of  paragraphs  (a)  and  (b) 
of  this  section,  must  establish  that: 

(1)  It  is  recognized  as  a  tax  exempt 
organization  by  the  Internal  Revenue 
Service;  or 

(2)  It  is  a  private  establishment  op¬ 
erating  under  a  contract  with  a  State 
or  local  agency  to  prepare  and  serve 
(or  deliver)  meals  to  elderly  persons 
(and,  in  the  case  of  meal  delivery  ser¬ 
vices,  to  elderly  persons,  or  handi¬ 
capped  persons,  or  both)  and  their 
spouses,  at  concessional  prices. 

(e)  Treatment  programs.  Drug  addict 
or  alcoholic  treatment  and  rehabilita¬ 
tion  programs  wishing  to  prepare  and 
serve  meals  to  households  eligible 
under  §  271.3(a)  (2)  must,  in  addition 
to  meeting  requirements  of  para¬ 
graphs  (a),  (b),  and  (d)(1)  of  this  sec¬ 
tion,  be  certified  by  the  State  agency 
or  agencies  designated  by  the  Gover¬ 
nor  as  responsible  for  the  State’s  pro¬ 
grams  for  alcoholics  and  drug  addicts 
under  Public  Law  91-616,  “Compre¬ 
hensive  Alcohol  Abuse  and  Alcoholism 
Prevention,  Treatment,  and  Rehabili¬ 
tation  Act  of  1970”  And  Public  Law 
92-555,  “Drug  Abuse  Office  and  Treat¬ 
ment  Act  of  1972,”  as  providing  treat¬ 
ment  that  can  lead  to  the  rehabilita¬ 
tion  of  drug  addicts  or  alcoholics.  In 
addition,  the  certification  must  show 
that  the  treatment  program  meets  the 
standards  required  of  treatment  pro¬ 
grams  under  the  supervision  of  the 
State  agency  or  agencies  designated  by 
the  Governor  as  responsible  for  the 
State’s  programs  for  alcoholics  and 
drug  addicts.  Approval  to  participate  is 
automatically  canceled  at  any  time 
that  a  program  loses  its  certification 
from  the  State  agency  or  agencies. 

(f)  Authorization  card.  Upon  approv¬ 
al,  FNS  shall  issue  a  nontransferable 
authorization  card  to  the  firm.  The 
authorization  card  shall  be  retained  by 
the  firm  until  superseded,  surren¬ 
dered,  or  revoked  as  provided  in  this 
part. 

(g)  Denying  authorization.  FNS 
shall  deny  the  application  of  any  firm 
if  it  determines  that: 

(1)  The  firm  does  not  qualify  for 
participation  in  the  program  as  speci- 
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fied  in  paragraphs  (b),  (c),  (d),  and  (e) 
of  this  section;  or 

(2)  The  firm  has  failed  to  pay  in  full 
any  civil  money  penalty  under  §  278.6 
or  any  fiscal  claim  assessed  against  the 
firm  under  §  278.7  FNS  shall  issue  a 
notice  to  the  firm  by  certified  mail  or 
personal  service  of  any  authorization 
denial  and  shall  advise  the  firm  that  it 
may  request  review  of  that  determina¬ 
tion. 

(h)  Withdrawing  authorization.  FNS 
shall  withdraw  the  authorization  of 
any  firm  authorized  to  participate  in 
the  Program  if  it  determines  that  the 
firm’s  continued  participation  will  not 
further  the  purposes  of  the  Program. 
FNS  shall  issue  a  notice  to  the  firm  by 
certified  mail  or  personal  service  to 
inform  the  firm  of  the  determination 
and  of  the  review  procedure.  FNS 
shall  remove  the  firm  from  the  Pro¬ 
gram  if  the  firm  does  not  request 
review  within  the  period  specified  in 
§  279.5. 

(i)  Updating  information.  FNS  may 
require,  from  time  to  time,  but  not 
more  than  once  each  Federal  fiscal 
year,  a  firm  to  update  any  or  all  of  the 
information  on  the  original  applica¬ 
tion  form.  Failure  to  provide  this  in¬ 
formation  may  result  in  the  withdraw¬ 
al  of  the  firm’s  approval  to  participate 
in  the  Program. 

(j)  Applications  containing  false  in¬ 
formation.  The  filing  of  any  applica¬ 
tion  containing  false  or  misleading  in¬ 
formation  may  result  in  the  denial  or 
withdrawal  of  approval  to  participate 
in  the  Program  and  may  subject  the 
firm  and  persons  responsible  to  civil  or 
criminal  action. 

(k)  Administrative  review.  Any  with¬ 
drawal  or  denial  of  authorization  to 
participate  in  the  program  shall  be 
subject  to  administrative  review  under 
§  278.8. 

(l)  Safeguarding  privacy .  The  con¬ 
tents  of  applications  or  other  informa¬ 
tion  furnished  by  firms,  including  in¬ 
formation  on  their  gross  sales  and 
food  sales  volumes  and  their  redemp¬ 
tions  of  coupons,  may  not  be  used  or 
disclosed  to  anyone  except  for  pur¬ 
poses  directly  connected  with  the  ad¬ 
ministration  and  enforcement  of  the 
Food  Stamp  Act  and  these  regulations. 

§  278.2  Participation  of  retail  food  stores. 

(a)  Official  Food  List  Authorized 
retail  food  stores  shall  post  in  the 
store  the  “Official  Food  List”  issued 
by  FNS. 

(b)  Use  of  coupons.  Coupons  shall  be 
accepted  by  an  authorized  retail  food 
store  only  in  exchange  for  eligible 
food.  Coupons  may  not  be  accepted  in 
exchange  for  cash,  except  when  cash 
is  returned  as  change  in  a  transaction 
in  which  coupons  were  accepted  in 
payment  for  eligible  food,  under  para¬ 
graph  (e)  of  this  section.  Coupons  may 
not  be  accepted  in  payment  of  interest 
on  loans,  or  for  any  other  nonfood  use. 


(c)  Equal  treatment  for  coupon  cus¬ 
tomers.  Coupons  shall  be  accepted  for 
eligible  foods  at  the  same  prices  and 
on  the  same  terms  and  conditions  ap¬ 
plicable  to  cash  purchases  of  the  same 
foods  at  the  same  store.  However, 
nothing  in  this  part  may  be  construed 
as  authorizing  FNS  to  specify  the 
prices  at  which  retail  food  stores  may 
sell  food.  No  retail  food  store  may 
single  out  coupon  users  for  special 
treatment  in  any  way. 

(d)  Accepting  coupons.  No  autho¬ 
rized  retail  food  store  may  accept  cou¬ 
pons  marked  “paid,”  “canceled,”  or 
“specimen,”  coupons  bearing  the  name 
of  any  bank,  or  coupons  of  other  than 
the  1 -dollar  denomination  which  have 
been  detached  from  the  coupon  books 
prior  to  the  time  of  purchase  or  deliv¬ 
ery  of  eligible  food  unless  the  de¬ 
tached  coupons  are  accompanied  by 
the  coupon  books  which  bear  the  same 
serial  numbers  that  appear  on  the  de¬ 
tached  coupons.  It  is  the  right  of  the 
household  member  or  the  authorized 
representative  to  detach  the  coupons 
from  the  book. 

(e)  Making  change.  An  authorized 
retail  food  store  shall  use,  for  the  pur¬ 
pose  of  making  change,  uncanceled 
and  unmarked  1 -dollar  coupons  which 
were  previously  accepted  for  eligible 
foods.  If  change  in  an  amount  of  less 
than  1  dollar  is  required,  the  eligible 
household  shall  receive  the  change  in 
cash.  At  no  time  may  cash  change  in 
excess  of  99  cents  be  returned  in  a 
coupon  transaction.  An  authorized  re¬ 
tailed  may  not  engage  in  a  series  of 
coupon  transactions  of  less  than  $1 
the  purpose  of  which  is  to  provide  the 
same  food  stamp  customer  an  amount 
of  cash  change  greater  than  the  maxi¬ 
mum  99  cents  cash  change  allowed  in 
one  transaction. 

Cf)  Accepting  coupons  before  deliv¬ 
ery.  Food  retailers  may  not  accept  cou¬ 
pons  before  delivering  the  food,  retain 
custody  of  any  unspent  coupons,  or  in 
any  way  prevent  an  eligible  household 
from  using  coupons  in  making  pur¬ 
chases  from  other  authorized  firms. 
However,  a  nonprofit  cooperative  food 
purchasing  venture  may  accept  cou¬ 
pons  from  a  member  of  the  cooperat¬ 
ive  at  the  time  the  member  places  a 
food  order.  The  food  ordered  must  be 
made  available  to  the  member  within 
10  days  from  the  day  the  cooperative 
receives  the  member’s  coupons. 

(g)  Paying  credit  accounts.  Coupons 
may  not  be  accepted  by  an  authorized 
retail  food  store  in  payment  for  any 
eligible  food  sold  to  a  household  on 
credit. 

(h)  Redeeming  coupons.  Authorized 
retail  food  stores  may  exchange  cou¬ 
pons  in  accordance  with  this  part  for 
face  value,  upon  presentation  through 
the  banking  system  or  through  a 
wholesale  food  concern  authorized  to 
accept  coupons  from  that  retailer.  Au¬ 
thorized  drug  addict  and  alcoholic 


treatment  and  rehabilitation  programs 
may  present  coupons  for  redemption 
only  through  authorized  retail  stores 
or  wholesale  food  concerns.  Autho¬ 
rized  drug  addict  and  alcoholic  treat¬ 
ment  and  rehabilitation  programs  may 
not  present  coupons  directly  to  a  bank 
for  redemption. 

(i)  Identifying  coupon  users.  Cou¬ 
pons  may  not  knowingly  be  accepted 
from  persons  who  have  no  right  to 
possession  of  coupons  for  use  as  pre¬ 
scribed  in  this  part.  If  a  food  retailer 
has  any  cause  to  believe  that  a  person 
presenting  coupons  has  no  right  to  use 
the  coupons,  the  food  retailer  should 
request  the  person  to  show  the  ID 
card  of  the  household  to  establish  the 
right  of  that  person  to  use  the  cou¬ 
pons. 

(j)  Checking  meal  delivery  service  re¬ 
cipients.  A  nonprofit  meal  delivery 
service  shall  require  the  recipient  of  a 
delivered  meal  to  show  the  marked  ID 
card  establishing  the  recipient’s  right 
to  use  coupons  for  that  service  the 
first  time  that  the  recipient  offers  cou¬ 
pons  in  payment  for  the  service,  and 
shall  request  the  marked  ID  card  at 
any  time  the  nonprofit  meal  delivery 
service  has  cause  to  question  the  con¬ 
tinued  eligibility  of  the  recipient  to 
use  coupons  for  delivered  meals. 

(k)  Checking  hunting  and  fishing 
equipment  users.  Authorized  Alaskan 
retailers  shall  require  coupon  custom¬ 
ers  wanting  to  purchase  hunting  and 
fishing  equipment  with  coupons  to 
show  their  ID  cards  to  determine  that 
they  live  in  an  area  designated  by  FNS 
as  one  in  which  persons  are  dependent 
upon  hunting  and  fishing  for  subsis¬ 
tence. 

§  278.3  Participation  of  wholesale  food 
concerns. 

(a)  Accepting  coupons.  A  wholesale 
food  concern  may  redeem  endorsed 
coupons  from  an  authorized  retail 
food  store  or  authorized  drug  addict  or 
alcoholic  treatment  program,  if  the 
coupons  are  accompanied  by  a  proper¬ 
ly  filled-out  signed  redemption  certifi¬ 
cate,  and  are  not  marked  “paid,”  “can¬ 
celed,”  or  “specimen.” 

(b)  Accepting  legally  obtained  cou¬ 
pons.  No  authorized  wholesale  food 
concern  may  accept  coupons  if  the 
wholesaler  knows  or  has  reasonable 
cause  to  believe  that  the  coupons  were 
not  legally  obtained  for  eligible  food. 

(c)  Redeeming  coupons.  An  autho¬ 
rized  wholesale  food  concern  may 
redeem  coupons,  properly  accepted 
from  retailers,  through  the  banking 
system,  upon  presentatioin  of  the  cou¬ 
pons  with: 

(l)  The  authorized  retail  food  store’s 
properly  filled-out  and  signed  redemp¬ 
tion  certificate  for  the  coupons;  and 

(2)  The  authorized  wholesale  food 
concern’s  properly  filled-out  and 
signed  redemption  certificate. 

(d)  Handling  retailer  redemption 
certificates.  No  authorized  wholesale 
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food  concern  may  alter,  prepare,  or 
complete  an  authorized  retail  food 
store’s  redemption  certificate. 

§  278.4  Procedure  for  redeeming  coupons. 

(a)  Coupons  accepted  without  au¬ 
thorization.  Coupons  accepted  by  a 
retail  food  store  or  a  wholesale  food 
concern  before  the  receipt  by  the  firm 
of  an  authorization  card  from  FNS 
may  not  be  presented  for  redemption 
unless  the  FNS  Officer  In  Charge  has 
approved  the  redemption  under 
5  278.7(b).  Burned  or  mutilated  cou¬ 
pons  shall  be  presented  for  redemp¬ 
tion  to  the  FNS  Officer  In  Charge  as 
provided  in  §  278.7(c). 

(b)  Endorsing  coupons.  Each  autho¬ 
rized  retail  food  store  or  authorized 
wholesale  food  concern  shall  mark  its 
authorization  number  or  name  on 
each  coupon  before  it  presents  the 
coupons  for  redemption. 

(c)  Using  redemption  certificates. 
Authorized  firms  will  be  provided  by 
FNS  with  redemption  certificates 
which  the  firms,  except  for  drug 
addict  and  alcholic  treatment  and  re¬ 
habilitation  programs,  shall  use  in  pre¬ 
senting  coupons  to  commercial  banks 
for  credit  or  for  cash.  Authorized 
retail  food  stores,  including  meal  ser¬ 
vices,  may  also  use  the  certificates  in 
presenting  coupons  to  authorized 
wholesale  food  concerns  for  redemp¬ 
tion. 

§  278.5  Participation  of  banks. 

(a)  Accepting  coupons.  Banks  may 
redeem  coupons  only  from  authorized 
retail  food  stores,  meal  services,  and 
wholesale  food  concerns  in  accordance 
with  this  part  and  the  instructions  of 
the  Federal  Reserve  Banks.  Coupons 
submitted  to  banks  for  credit  or  for 
cash  must  be  properly  endorsed  in  ac¬ 
cordance  with  §  278.4  and  shall  be  ac¬ 
companied  by  a  properly  filled-out  and 
signed  redemption  certificate.  Banks 
may  require  persons  presenting  cou¬ 
pons  for  redemption  to  show  their  au¬ 
thorization  cards.  Redemption  certifi¬ 
cates  accepted  by  receiving  banks  shall 
be  forwarded  at  least  once  a  week  to: 

Minneapolis  ADP  Field  Center,  Food  and 

Nutrition  Service,  USDA,  3930  West  65th 

Street,  Minneapolis,  Minn.  55435. 

Coupons  redeemed  must  be  canceled 
by  or  for  the  first  bank  receiving  the 
coupons  by  indelibly  marking  “paid” 
or  “canceled”  together  with  the  name 
of  the  bank,  or  its  routing  symbol 
transit  number,  on  each  coupon.  A 
portion  of  a  coupon  consisting  of  less 
than  three-fifths  of  a  whole  coupon 
may  not  be  redeemed  by  banks.  Banks 
which  are  members  of  the  Federal  Re¬ 
serve  System,  nonmember  clearing 
banks,  and  nonmember  banks  which 
have  arranged  with  a  Federal  Reserve 
Bank  to  deposit  coupons  for  credit  to 
the  account  of  a  member  bank  on  the 
books  of  the  Federal  Reserve  Bank 


may  forward  canceled  coupons  directly 
to  the  Federal  Reserve  Banks.  Other 
banks  may  forward  canceled  coupons 
through  ordinary  collection  channels. 

(b)  Role  of  Federal  Reserve  Banks. 
Federal  Reserve  Banks,  acting  as  fiscal 
agents  of  the  United  States,  will  re¬ 
ceive  canceled  coupons  for  collection 
as  cash  items  from  armed  forces  in¬ 
stallations,  member  banks  of  the  Fed¬ 
eral  Reserve  System,  nonmember 
clearing  banks,  and  nonmember  banks 
which  have  arranged  with  a  Federal 
Reserve  Bank  to  deposit  coupons  for 
credit  to  the  account  of  a  member 
bank  on  the  books  of  the  Federal  Re¬ 
serve  Bank,  and  will  charge  those 
items  to  the  general  account  of  the 
Treasurer  of  the  United  States. 

(c)  FNS  liability  for  loss  in  transit 

(1)  FNS  shall  be  liable  for  losses  of 
shipments  of  canceled  coupons  while 
the  transit  to  Federal  Reserve  or  cor¬ 
respondent  banks,  ejccept  that: 

(1)  Coupons  are  not  in  transit  while 
in  the  custody  of  the  transmitting 
bank,  the  Federal  Reserve,  the  corre¬ 
spondent  bank,  or  their  employees. 

(ii)  The  bank  must  be  unable  to  re¬ 
cover  the  loss  from  the  carrier,  and 
when  there  is  a  partial  loss,  there 
must  be  evidence  that  the  package  was 
tampered  with  or  damaged  in  transit. 
The  Federal  Reserve  and  correspon¬ 
dent  bank  shall  record  the  condition 
of  packages  which  on  receipt  appear  to 
have  been  tampered  with  or  damaged 
in  transit. 

(iii)  The  Federal  Reserve  or  corre¬ 
spondent  bank  must  provide  a  state¬ 
ment  that  the  shipment  or  part  of  the 
shipment  was  not  received.  In  the 
event  of  a  partial  loss,  this  statement 
shall  specify  the  condition  of  the  pack¬ 
age  upon  receipt  and  state  whether  it 
appeared  to  havfe  been  tampered  with 
or  damaged  in  transit. 

(2)  The  commercial  bank  shall  give  a 
prompt  written  report  of  loss  or 
damage  to  the  post  office,  or  other 
carrier. 

(3)  Commercial  banks  shall  submit 
the  following  documents  to  FNS  in 
support  of  any  claim  for  payment  for 
coupons  lost  in  transit: 

(i)  A  copy  of  the  notification  of  loss 
to  the  post  office  or  other  carrier; 

(ii)  An  affidavit  detailing  the  facts 
and  the  bank’s  procedures  for  making 
the  shipment,  the  expected  recovery 
from  the  carrier,  and  for  partial  losses, 
the  condition  of  the  package  upon  re¬ 
ceipt  and  the  basis  for  asserting 
whether  it  appeared  to  have  been  tam¬ 
pered  with  or  damaged  in  transit; 

(iii)  A  statement  from  the  Federal 
Reserve  or  correspondent  bank  that 
the  shipment  or  part  of  the  shipment 
was  not  received.  In  the  event  of  a  par¬ 
tial  loss,  this  statement  shall  state  the 
basis  for  asserting  whether  the  loss  re¬ 
sulted  from  the  package  being  tam¬ 
pered  with  or  damaged  in  transit; 

(iv)  A  copy  of  the  cash  letter  which 
transmitted  the  shipment. 


(4)  FNS  will  obtain  copies  of  the  re¬ 
demption  certificates  corresponding  to 
claims. 

(d)  FNS  use  of  coupons  to  detect  vio¬ 
lations.  Regardless  of  any  other  provi¬ 
sion  in  these  regulations,  coupons  may 
be  issued  to,  purchased  by,  or  re¬ 
deemed  by  persons  authorized  by  FNS 
to  use  those  coupons  in  examining  and 
inspecting  program  operations,  and  for 
other  purposes  determined  by  FNS  to 
be  required  for  proper  administration 
of  the  Program.  Coupons  which  have 
been  so  issued  and  used,  as  well  as  any 
coupons  which  have  been  issued  under 
paragraph  (f)  of  this  section,  or  which 
FNS  believes  may  have  been  issued, 
transferred,  negotiated,  used,  or  re¬ 
ceived  in  violation  of  this  subchapter 
or  of  any  applicable  statute,  shall  at 
the  request  of  FNS  and  on  issuance  of 
a  receipt  for  them  by  that  person,  be 
turned  over  to  FNS  by  the  bank  re¬ 
ceiving  the  coupons,  or  by  any  other 
person  to  whom  the  request  is  ad¬ 
dressed,  together  with  any 
certificate(s)  of  redemption  accompa¬ 
nying  the  coupons.  Any  coupons  so  re¬ 
quested  shall  not  after  the  request  be 
eligible  for  redemption  through  Feder¬ 
al  Reserve  Banks  or  other  collection 
channels. 

However,  FNS  may  redeem  the  cou¬ 
pons  from  any  bank  or  person  by  pay¬ 
ment  of  the  face  amount  of  the  cou¬ 
pons  upon  determination  by  FNS  that 
this  direct  redemption  of  coupons  is 
warranted.  FNS  shall  determine  the 
proper  disposition  of  any  coupons  held 
by  FNS  on  completion  of  the  examina¬ 
tion  or  inspection  in  which  the  cou¬ 
pons  were  used.  Claims  or  demands  for 
unredeemed  coupons  surrended  to 
FNS  may  be  mailed  to  the  local  FNS 
Field  Office  for  the  project  area  in¬ 
volved. 

(e)  Selling  coupons  to  stores  for  in¬ 
ternal  checks.  FNS  may  sell  coupons  at 
face  value  to  any  authorized  retail 
food  store  which  wishes  to  use  cou¬ 
pons  to  conduct  internal  checks  of 
coupon  transactions.  The  retail  food 
store  must  submit  a  written  request  to 
FNS  which  shall  include  a  certifica¬ 
tion  that  the  store  recognizes  that  its 
use  of  coupons  will  not  affect  FNS 
action  to  enforce  program  regulations 
and  that  the  requested  coupons  will  be 
used  only  for  internal  checks  of  the 
store’s  employees  and  only  to  uncover 
sales  of  items  other  than  eligible 
foods.  The  request  shall  also  include 
the  name  of  the  city  or  county  in 
which  the  stores  to  be  checked 
through  the  use  of  the  requested  cou¬ 
pons  are  located  and  the  name  and  ad¬ 
dress  of  any  outside  agency  with 
which  the  retail  food  store  has  or  will 
have  a  contract  to  conduct  checks  of 
the  store’s  employees  using  coupons. 
The  request  shall  be  directed  to  the 
Federal  Operations  Division,  FNS. 
U.S.  Department  of  Agriculture, 
Washington,  D.C.  20250,  and  shall  be 
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accompanied  by  a  check  or  money 
order  made  payable  to  the  Food  and 
Nutrition  Service  to  cover  the  face 
value  cost  of  the  coupons  requested. 
Coupons  bought  by  retail  food  stores 
for  use  in  internal  checks  may  be  later 
redeemed  for  full  value  in  accordance 
with  §278.4,  and  in  redeeming  those 
coupons,  retail  food  stores  are  autho¬ 
rized  to  make  the  certification  re¬ 
quired  for  redemption. 

(f)  Continued  participation  of 
households  under  investigation.  Upon 
the  written  request  of  Federal,  State, 
or  local  government  agencies  which 
have  authority  to  investigate,  and  are 
investigating,  suspected  violations  of 
Federal  or  State  statutes  concerning 
the  enforcement  of  the  Food  Stamp 
Act  or  the  regulations,  the  State 
agency  may  allow  ineligible  house¬ 
holds  to  continue  program  participa¬ 
tion.  The  State  agency  may  allow  the 
households  to  continue  participation 
in  the  program  until  the  earlier  of  (1) 
expiration  of  the  period  of  90  days 
after  the  request  is  received  or  any 
longer  period  which  FNS,  upon  re¬ 
quest  of  the  State  agency,  may  ap¬ 
prove  in  a  particular  case,  or  (2)  re¬ 
ceipt  of  notification  from  the  investi¬ 
gative  agency  that  participation  may 
be  terminated  or  that  the  investiga¬ 
tion  has  been  completed.  Regardless  of 
any  other  provision  of  these  regula¬ 
tions,  FNS  may  not  hold  the  State 
agency  liable  for  the  value  of  any  cou¬ 
pons  issued  to  households  under  this 
paragraph. 

§  278.6  Disqualification  of  retail  food 
stores  and  wholesale  food  concerns, 
and  imposition  of  civil  money  penalties 
in  lieu  of  disqualifications. 

(a)  Authority  to  disqualify  or  subject 
to  a  civil  money  penalty.  FNS  may  dis¬ 
qualify  any  authorized  retail  food 
store  or  authorized  wholesale  food 
concern  from  further  participation  in 
the  program  for  a  reasonable  period  of 
time,  not  to  exceed  3  years,  as  FNS 
may  determine,  if  the  firm  fails  to 
comply  with  the  Food  Stamp  Act  or 
this  part.  Any  firm  which  has  been 
disqualified  and  which  wishes  to  be  re¬ 
instated  at  the  end  of  the  period  of 
disqualification  or  at  any  later  time 
shall  file  a  new  application  so  that 
FNS  may  determine  whether  rein¬ 
statement  is  appropriate.  The  applica¬ 
tion  may  be  filed  starting  10  days 
before  the  end  of  the  period  of  dis¬ 
qualification.  FNS  may,  in  lieu  of  a 
disqualification,  subject  the  firm  to  a 
civil  money  penalty  of  up  to  $5,000  for 
each  violation  if  FNS  determines  that 
a  disqualification  would  cause  hard¬ 
ship  to  participating  households. 

(b)  Charge  letter.  Any  firm  consid¬ 
ered  for  disqualification  or  imposition 
of  a  civil  money  penalty  under  para¬ 
graph  (a)  of  this  section  shall  have 
full  opportunity  to  submit  to  FNS  in¬ 
formation,  explanation,  or  evidence 


concerning  any  instances  of  noncom¬ 
pliance  before  FNS  makes  a  final  ad- 
minitrative  determination.  The  FNS 
Regional  Office  shall  send  the  firm  a 
letter  of  charges  before  the  determina¬ 
tion.  The  letter  shall  specify  the  viola¬ 
tions  or  actions  which  FNS  believes 
constitute  a  basis  for  disqualification 
or  imposition  of  a  civil  money  penalty. 
The  letter  shall  inform  the  firm  that 
it  may  respond  either  orally  or  in  writ¬ 
ing  to  the  charges  contained  in  the 
letter  within  10  days  of  receiving  the 
letter.  The  firm’s  response  shall  set 
forth  a  statement  of  evidence,  infor¬ 
mation,  or  explanation  concerning  the 
specified  violations  or  acts.  The  firm 
shall  make  its  response,  if  any,  to  the 
Officer  In  Charge  of  the  FNS  Field 
Office  which  has  responsibility  for  the 
project  area  in  which  the  firm  is  locat¬ 
ed. 

(c)  Review  of  evidence.  The  letter  of 
charges,  the  response,  and  any  other 
information  available  to  FNS  shall  be 
reviewed  and  considered  by  the  appro¬ 
priate  FNS  Regional  Office,  which 
shall  then  issue  the  determination. 

(d)  Basis  for  determination.  The 
FNS  Regional  Office  making  a  dis¬ 
qualification  or  penalty  determination 
shall  consider:  (1)  the  nature  and 
scope  of  the  violations  committed  by 
personnel  of  the  firm,  (2)  any  prior 
action  taken  by  FNS  to  warn  the  firm 
about  the  possibility  that  violations 
are  occurring,  and  (3)  any  other  evi¬ 
dence  that  shows  the  firm’s  intent  to 
violate  the  regualtions. 

(e)  Penalties.  FNS  shall  take  action 
as  follows  against  any  firm  determined 
to  have  violated  the  Act  or  regula¬ 
tions.  The  FNS  Regional  Office  shall: 

(1)  Disqualify  the  firm  for  3  years  if: 

(1)  The  firm  has  engaged  in  fraudu¬ 
lent  schemes  to  illegally  acquire  or 
redeem  large  amounts  of  coupons;  or 

(ii)  Personnel  of  the  firm  have  com¬ 
mitted  flagrant  violations  of  this  part, 
such  as  buying  large  amounts  of  cou¬ 
pons  or  trafficking  in  ATP  cards, 
which  have  resulted  in  major  diver¬ 
sions  of  food  stamp  funds  from  their 
intended  purpose. 

(2)  Disqualify  the  firm  for  1  year  if: 
Ci)  Personnel  of  the  firm  have  bought 
coupons  at  a  discount, 

(ii)  Personnel  of  the  firm  have  sold 
expensive  or  conspicuous  nonfood 
items,  cartons  of  cigarettes,  or  alcohol¬ 
ic  beverages  in  exchange  for  coupons, 
or 

(iii)  The  firm’s  redemptions  for  a 
specified  period  of  time  have  exceeded 
its  food  sales  for  the  same  period  of 
time. 

(3)  Disqualify  the  firm  for  6  months 
if:  (i)  Personnel  of  the  firm  have  com¬ 
mitted  violations  such  as  the  sale  of 
common  nonfood  items  in  the 
amounts  which  are  normally  found  in 
a  shopping  basket,  and 

(ii)  The  evidence  shows  that  the  vio¬ 
lations  are  encouraged  by  the  firm. 


(4)  Disqualify  the  firm  for  90  days  if 
management  personnel  of  the  firm 
have  committed  violations  such  as  de¬ 
scribed  in  paragraph  (3)(i)  of  this  sub¬ 
section,  and  there  is  no  indication  that 
FNS  has  specifically  warned  the  firm 
about  the  possibility  that  violations 
are  occurring  and  of  the  possible  con¬ 
sequences  of  violating  the  regulations. 

(5)  Disqualify  the  firm  for  60  days  if 
the  evidence  shows  that  violations 
such  as  those  described  in  paragraph 
(e)(3)  (i)  of  this  section  occurred,  but 
that  the  violations  resulted  from  care¬ 
lessness  or  poor  supervision  by  the 
firm’s  management. 

(6)  Disqualify  the  firm  for  30  days  if 
the  evidence  shows  that:  (i)  Violations 
such  as  those  described  in  paragraph 
(e)(3)  (i)  of  this  section  occurred  as  a 
result  of  carelessness  or  poor  supervi¬ 
sion  by  the  firm’s  management,  but 
FNS  has  not  specifically  warned  the 
firm  about  the  possibility  that  viola¬ 
tions  are  occurring  and  of  the  possible 
consequences  of  violating  the  regula¬ 
tions,  or 

(ii)  The  violations  are  limited  in 
nature  and  scope,  and  FNS  has  made  a 
specific  attempt  to  warn  the  firm  that 
violations  may  be  occurring  and  of  the 
possible  consequences  of  violating  the 
regulations. 

(7)  Send  the  firm  a  warning  letter  if 
violations  occurred,  but  the  evidence 
of  violations  is  too  limited  to  warrant 
a  disqualification. 

(f)  Previous  penalties.  The  FNS  Re¬ 
gional  Office  may  assign  a  penalty 
that  is  more  severe  than  the  penalty 
normally  warranted  by  the  evidence  of 
violations  if  the  firm  has  been  previ¬ 
ously  disqualified  or  has  been  previ¬ 
ously  assigned  a  civil  money  penalty. 

(g)  Criteria  for  civil  money  penalty. 
FNS  may  impose  a  civil  money  penalty 
only  when  the  firm  subject  to  a  dis¬ 
qualification  is  selling  a  substantial  va¬ 
riety  of  staple  food  items,  and  there  is 
no  other  authorized  retail  food  store 
in  the  area  selling  as  large  a  variety  of 
staple  food  items  at  comparable  prices. 

(h)  Amount  of  civil  money  penalty. 
FNS  shall  determine  the  amount  of 
the  civil  money  penalty  as  follows: 

(1)  Determine  the  firm’s  average 
monthly  redemptions  of  coupons  for 
the  most  recent  12-month  period; 

(2)  Multiply  the  average  monthly  re¬ 
demption  figure  by  5  percent  to  repre¬ 
sent  the  loss  of  profits  that  would 
result  from  the  loss  of  coupon  business 
and  related  cash  business; 

(3)  Multiply  the  product  arrived  at 
in  subparagraph  (2)  by  the  number  of 
months  for  which  the  firm  would  have 
been  disqualified  under  paragraph  (e) 
of  this  section.  The  civil  money  penal¬ 
ty  may  not  exceed  $5,000  times  the 
number  of  violations. 

(i)  Notifying  the  firm  of  civil  money 
penalty.  FNS  shall  inform  the  firm  in 
writing  that  it  has  15  days  in  which  to 
pay  the  fine  or  notify  the  Regional 
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Office  in  writing  of  its  intent  to  pay  in 
installments  specified  by  the  FNS  Re¬ 
gional  Office.  In  any  event,  the  fine 
must  by  paid  in  full  by  the  end  of  the 
period  for  which  the  firm  would  have 
been  disqualified.  FNS  shall  disqualify 
the  firm  for: 

(1)  The  period  determined  to  be  ap¬ 
propriate  under  paragraph  (e)  of  this 
section  if  the  firm  refuses  to  pay  the 
fine;  or 

(2)  A  period  corresponding  to  the 
unpaid  part  of  the  fine,  if  the  firm 
does  not  pay  the  fine  in  full  by  the 
end  of  the  period  determined. 

(j)  Review  of  determination.  The  de¬ 
termination  of  the  FNS  Regional 
Office  shall  be  final  and  not  subject  to 
further  administrative  or  judicial 
review  unless  a  written  request  for 
review  is  filed  within  the  period  stated 
in  §  279.5. 

(k)  Delivery  of  notice.  The  delivery 
by  certified  mail  or  personal  service  of 
any  notice  required  of  FNS  by  this 
part  will  constitute  notice  to  the  ad¬ 
dressee  of  its  contents. 

§  216.7  Determination  and  disposition  of 
claims — retail  food  stores  and  whole¬ 
sale  food  concerns. 

(a)  Claims  against  violators.  FNS 
may  establish  a  claim  against  an  au¬ 
thorized  firm  which  has  accepted  cou¬ 
pons  in  violation  of  the  Food  Stamp 
Act  or  of  this  part.  If  a  firm  fails  to 
pay  the  claim,  FNS  may  collect  the 
claim  by  offset  against  the  amounts 
due  the  firm  on  redemption  of  other 
coupons,  or  deny  an  application  for 
reauthorization  by  a  firm  which  has 
been  disqualified  and  has  failed  to  pay 
a  claim. 

(b)  Coupons  accepted  without  au¬ 
thorization.  (1)  The  FNS  Officer  In 
Charge  may  approve  the  redemption 
under  §278.4  of  coupons  accepted  by 
firms  before  the  receipt  of  an  authori¬ 
zation  card  from  FNS  if  the  following 
conditions  exist: 

(1)  The  coupons  were  received  in  ac¬ 
cordance  with  the  requirements  of 
this  part  governing  acceptance  of  cou¬ 
pons  except  the  requirement  that  the 
firm  be  authorized  before  acceptance; 

(ii)  The  coupons  were  accepted  by 
the  firm  in  good  faith,  and  without 
intent  to  circumvent  this  part;  and 

(iii)  The  firm  receives  authorization 
to  participate  in  the  program. 

(2)  Firms  seeking  approval  to 
redeem  coupons  accepted  without  au¬ 
thorization  shall  present  a  written  ap¬ 
plication  for  approval  to  the  local  FNS 
Field  Office.  This  application  shall  be 
accompanied  by  a  written  statement 
signed  by  the  firm  of  all  the  facts 
about  the  acceptance  of  the  coupons. 
The  statement  shall  also  include  a  cer¬ 
tification  that  the  coupons  were  ac¬ 
cepted  in  good  faith,  and  without  any 
intent  to  circumvent  this  part. 

(c)  Burned  or  mutilated  coupons. 
FNS  may  redeem  burned  or  mutilated 


coupons  only  to  the  extent  that  the 
Bureau  of  Engraving  and  Printing  of 
the  United  States  Treasury  Depart¬ 
ment  can  determine  the  value  of  the 
coupons.  The  firm  presenting  burned 
or  mutilated  coupons  for  redemption 
shall  submit  the  coupons  to  the  local 
FNS  Field  Office  with  a  properly 
filled-out  redemption  certificate.  In 
the  section  of  the  redemption  certifi¬ 
cate  for  entering  the  amount  of  cou¬ 
pons  to  be  redeemed,  an  estimate  of 
the  value  of  the  burned  or  mutilated 
coupons  submitted  for  redemption 
shall  be  entered  if  the  exact  value  of 
the  coupons  is  unknown.  The  phrase 
“Deputy  Administrator  for  Fiscal 
Management,  FNS,  USDA,”  should  be 
entered  in  the  section  of  the  redemp¬ 
tion  certificate  for  entering  the  name 
and  address  of  the  bank  or  wholesaler. 

(d)  Old  series  coupons.  FNS  shall  re¬ 
deem  the  old  series  food  coupons  issued 
in  50-cents,  2-dollar,  and  5-dollar  de¬ 
nominations  when  they  are  presented 
for  redemption.  Firms  presenting  the 
coupons  for  redemption  shall  submit 
the  coupons  to  the  local  FNS  Field  Of¬ 
fice  with  a  properly  completed  redemp¬ 
tion  certificate  and  a  written 
statement,  signed  by  a  representative 
of  the  firm,  detailing  the  circumstances 
of  the  acceptance  of  the  coupons. 

(e)  Denials  of  claims.  If  a  claim 
under  the  provisions  of  this  section  is 
denied  in  whole  or  in  part,  notification 
of  this  action  shall  be  sent  to  the  firm 
by  certified  mail  or  personal  service.  If 
the  firm  is  aggrieved  by  this  action,  it 
may  seek  administrative  review  as  pro¬ 
vided  in  §  278.8. 

(f )  Lost  or  stolen  coupons.  FNS  may 
not  be  held  liable  for  claims  from 
retail  food  stores,  meal  services,  or 
wholesale  food  concerns  for  lost  or 
stolen  coupons. 

§  278.8  Administrative  review — retail  food 
stores  and  wholesale  food  concerns. 

(a)  Requesting  review.  A  food  retail¬ 
er  or  food  wholesaler  aggrieved  by  ad¬ 
ministrative  action  under  §§  278.1, 
278.6,  or  278.7  may,  within  the  period 
stated  in  §  279.5,  file  a  written  request 
for  review  of  the  administrative  action 
with  the  Food  Stamp  Review  Officer. 
On  receipt  of  the  request  for  review, 
the  questioned  administrative  action 
shall  be  stayed  pending  disposition  of 
the  request  for  review  by  the  Food 
Stamp  Review  Officer. 

(b)  Addressing  the  request  The  re¬ 
quest  for  review  shall  be  filed  with  the 
Director,  Administrative  Review  Staff, 
FNS.  U.S.  Department  of  Agriculture, 
Washington,  D.C.  20250. 

(c)  Review  procedure.  The  procedure 
for  food  stamp  reviews  is  published  in 
Part  279  and  is  available  upon  request 
from  the  Director,  Administrative 
Review  Staff. 

7.  A  new  Part  279  contains  the  rede¬ 
signated  Part  273,  and  is  revised  to 
read  as  follows: 


PART  279— ADMINISTRATIVE  AND 
JUDICIAL  REVIEW— FOOD  RETAIL¬ 
ERS  AND  FOOD  WHOLESALERS 

Subpart  A — Administrative  Review — General 

Sec. 

279.1  Scope  and  purpose. 

279.2  Food  stamp  review  officer. 

279.3  Authority  and  jurisdiction. 

279.4  Rules  of  procedure. 

Subpart  R— Rules  of  Procedure 

279.5  Manner  of  filing  requests  for  review. 

279.6  Contents  of  requests  for  review. 

297.7  Action  upon  receipt  of  a  request  for 
review. 

279.8  Determination  of  the  food  stamp 
review  officer. 

279.9  Legal  advice  and  extensions  of  time. 

Subpart  C — Judicial  Roviow 

279.10  Judicial  review. 

Authority:  91  Stat.  958  (7  U.S.C.  2001- 
2027). 

Subpart  A — Administrative  Review — General 

§  279.1  Scope  and  purpose. 

Subpart  A  sets  forth  the  procedure 
for  the  designation  of  the  Food  Stamp 
Review  Officers  and  the  authority  and 
jurisdiction  of  those  officers.  Subpart 
B  states  the  rules  of  procedure  to  be 
followed  in  the  filing  and  disposition 
of  the  requests  for  review  provided  for 
in  §  278.8.  Subpart  C  concerns  the 
rights  of  food  retailers  and  food 
wholesalers  to  judicial  review  of  the 
final  determinations  of  the  Food 
Stamp  Review  Officer. 

§  279.2  Food  stamp  review  officer. 

(a)  Designation  of  Review  Officers. 
The  Administrator,  FNS,  shall  desig¬ 
nate  one  or  more  person  to  act  as  Food 
Stamp  Review  Officers. 

(b)  Assigning  cases  to  Review  Offi¬ 
cers.  The  officers  shall  serve  for  peri¬ 
ods  which  the  Administrator,  FNS, 
shall  determine.  Changes  in  designa¬ 
tions  and  additional  designations  may 
be  made  from  time  to  time  at  the  dis¬ 
cretion  of  the  Administrator,  FNS. 
When  more  than  one  Food  Stamp 
Review  Officer  has  been  designated, 
requests  for  review  will  be  assigned  for 
handling  to  individual  Food  Stamp 
Review  Officers  by  a  person  designat¬ 
ed  by  the  Administrator,  FNS.  The 
names  of  the  Food  Stamp  Review  Of¬ 
ficers  shall  be  on  file  in  the  Office  of 
the  Administrator,  FNS. 

§  279.3  Authority  and  jurisdiction. 

(a)  Jurisdiction.  A  Food  Stamp 
Review  Officer  shall  act  for  the  De¬ 
partment  on  requests  for  review  filed 
by  firms  aggrieved  by  any  of  the  fol¬ 
lowing  actions: 

(1)  Denial  of  an  application  to  par¬ 
ticipate  in  the  program  under  §  278.1 

(2)  Disqualification  from  participa¬ 
tion  in  the  program  or  imposition  of  a 
civil  money  penalty  under  §  278.6;  or 

(3)  Denial  of  all  or  any  part  of  any 
claim  under  §  278.7. 
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(b)  Authority.  The  determination  of 
the  Pood  Stamp  Review  Officer  shall 
be  the  final  administrative  determina¬ 
tion  of  the  Department,  subject,  how¬ 
ever,  to  judicial  review  under  section 
14  of  the  Food  Stamp  Act  and  Subpart 
C  of  this  part. 

§  279.4  Rules  of  procedures. 

Rules  of  procedures  for  the  orderly 
filing  and  disposition  of  requests  for 
review  of  firms  submitted  in  accor¬ 
dance  with  §279.5  are  issued  in  Sub¬ 
part  B  of  this  part.  The  Administrator, 
FNS,  may  later  issue  amendments  to 
any  rules  of  procedure  which  are  ap¬ 
propriate. 

Subpart  B — Rules  of  Procedure 

§  279.5  Manner  of  filing  requests  for 
review. 

(a)  Addressing  requests  for  review. 
Requests  for  review  submitted  by 
firms  shall  be  mailed  to  or  filed  with 
“Director,  Administrative  Review 
Staff,  FNS,  U.S.  Department  of  Agri¬ 
culture,  Washington,  D.C.  20250.” 

(b)  Content  of  requests.  Requests  for 
review  shall  be  in  writing  and  shall 
state  the  name  and  business  address  of 
the  firm  involved,  and  the  name,  ad¬ 
dress  and  position  with  the  firm  of  the 
person  who  signed  the  request.  The  re¬ 
quest  shall  be  signed  by  the  owner  of 
the  firm,  and  officer  or  partner  of  the 
firm,  or  by  counsel,  and  need  not  be 
under  oath. 

(c)  Time  limit  for  requesting  review. 
A  request  for  review  shall  be  filed  with 
the  Director,  Administrative  Review 
Staff,  within  ten  days  of  the  date  of 
delivery  of  the  notice  of  the  action  for 
which  review  is  requested.  For  pur¬ 
poses  of  determining  whether  a  re¬ 
quest  was  timely: 

(1)  The  filing  date  shall  be  the  post¬ 
mark  date  of  the  request,  or  equiv¬ 
alent  if  the  written  request  is  filed  by 
a  means  other  than  mail; 

(2)  In  computing  the  ten  day  period, 
the  day  of  delivery  of  the  notice  of  the 
action  for  which  review  is  requested 
may  not  be  included.  The  last  day  of 
the  period  so  computed  shall  be  in¬ 
cluded,  unless  it  is  a  Saturday,  a 
Sunday,  or  a  legal  holiday.  In  that 
case,  the  period  runs  until  the  end  of 
the  next  day  which  is  not  a  Saturday, 
a  Sunday,  or  a  legal  holiday.  As  used 
in  this  paragraph,  “legal  holiday”  in¬ 
cludes  New  Year’s  Day,  Washington’s 
Birthday,  Memorial  Day,  Indepen¬ 
dence  Day,  Labor  Day,  Columbus  Day, 
Veterans’  Day,  Thanksgiving  Day, 
Christmas  Day,  and  any  other  day 
deignated  as  a  holiday  by  the  Presi¬ 
dent  or  the  Congress  of  the  United 
States. 

§  279.6  Content  of  request  for  review. 

(a)  Identifying  the  request  Requests 
for  review  shall  clearly  identify  the  ad¬ 
ministrative  action  from  which  the 


review  is  requested.  This  identification 
shall  include  the  date  of  the  letter  or 
other  written  communication  notify¬ 
ing  the  firm  of  the  administrative 
action,  the  name  and  title  of  the 
person  who  signed  the  letter  or  other 
communication,  and  whether  the 
action  under  appeal  concerns  a  denial 
of  an  application  or  a  withdrawal  of 
authorization  to  participate,  a  dis¬ 
qualification  from  further  participa¬ 
tion,  or  a  denial  of  all  or  any  part  of  a 
claim. 

(b)  Supporting  the  request  The  re¬ 
quest  shall  include  information  in  sup¬ 
port  of  the  request  showing  the 
grounds  on  which  review  is  being 
sought,  or  shall  state  that  supporting 
information  will  be  filed  in  writing  at 
a  later  date.  In  the  latter  case  the 
Food  Stamp  Review  Officer  shall 
notify  the  firm  of  the  date  by  which 
the  information  must  be  filed.  The 
firm  requesting  review  may  ask  for  an 
opportunity  to  appear  before  the  Food 
Stamp  Review  Officer  in  person.  How¬ 
ever,  any  information  submitted  in 
person  shall,  if  directed  by  the  Food 
Stamp  Review  Officer,  be  put  in  writ¬ 
ing  by  the  firm  and  filed  with  the 
Food  Stamp  Review  Officer  within  a 
period  which  the  Review  Officer  shall 
specify. 

§  279.7  Action  upon  receipt  of  a  request 
for  review. 

(a)  Holding  action.  Upon  receipt  of  a 
request  for  review  of  a  disqualification 
action  or  of  a  withdrawal  of  authoriza¬ 
tion  to  participate,  the  Food  Stamp 
Review  Officer  shall  notify  the  appro¬ 
priate  FNS  Regional  Office,  in  writing, 
of  the  action  under  review  and  shall 
direct  that  the  administrative  action 
shall  be  held  in  abeyance  until  the 
Food  Stamp  Review  Officer  has  made 
a  determination.  Upon  receipt  of  a  re¬ 
quest  for  review  of  a  denial  of  applica¬ 
tion  to  participate  in  the  program,  or 
of  a  denial  of  a  claim,  the  Food  Stamp 
Review  Officer  shall  notify  the  appro¬ 
priate  FNS  Regional  Office,  in  writing, 
of  the  action  under  review  and  shall 
direct  that  the  firm  shall  not  be  ap¬ 
proved  for  participation  or  paid  any 
part  of  the  disputed  claim  until  the 
Food  Stamp  Review  Officer  has  made 
a  determination.  In  any  case,  notice  to 
the  appropriate  FNS  Regional  Office 
shall  be  accompanied  by  a  copy  of  the 
request  filed  by  the  firm. 

(b)  Filing  supporting  information.  If 
the  request  filed  by  the  firm  includes 
a  request  for  an  opportunity  to  file 
written  information  in  support  of  its 
position  at  a  later  date,  the  Food 
Stamp  Review  Officer  shall  promptly 
notify  the  firm  of  the  date  by  which 
the  information  shall  be  filed.  If  the 
firm  fails  to  file  any  information  in 
support  of  its  position  by  the  designat¬ 
ed  date,  the  information  submitted 
with  the  original  request  shall  be  con¬ 
sidered  to  be  the  only  information 


submitted  by  the  firm.  In  that  case,  if 
no  information  in  support  of  the 
firm’s  position  was  submitted  with  the 
original  request,  the  action  of  the  ap¬ 
propriate  FNS  Regional  Office  shall 
be  final. 

(c)  Failure  to  meet  with  Review  Offi¬ 
cer.  If  the  firm  filing  the  request  for 
review  asks  to  appear  before  the  Food 
Stamp  Review  Officer  in  person,  the 
Review  Officer  shall  promptly  notify 
the  firm  of  the  date,  time  and  place 
set  for  the  appearance.  If  the  firm 
fails  to  appear  before  the  Food  Stamp 
Review  Officer  as  specified,  any  writ¬ 
ten  information  timely  submitted  in 
accordance  with  this  section  shall  be 
considered  to  be  the  only  information 
submitted  by  the  firm. 

(d)  Basis  for  Regional  Office  deter¬ 
mination.  The  Food  Stamp  Review 
Officer  shall  require  the  appropriate 
FNS  Regional  Office  to  promptly 
submit,  in  writing,  all  information 
which  was  the  basis  for  the  adminis¬ 
trative  action  for  which  the  review  has 
been  requested. 

§  279.8  Determination  of  the  food  stamp 
review  officer. 

(a)  Basis  for  Review  Officer  determi¬ 
nation.  The  Food  Stamp  Review  Offi¬ 
cer  shall  make  a  determination  based 
upon: 

(1)  the  information  submitted  by  the 
FNS  Regional  Office; 

(2)  Information  submitted  by  the 
firm  in  support  of  its  position;  and 

(3)  Any  additional  information,  in 
writing,  obtained  by  the  Review  Offi¬ 
cer  from  any  other  person  having  rel¬ 
evant  information. 

(b)  Review  of  denial  of  application 
or  withdrawal  of  approval  In  the  case 
of  a  request  for  review  of  a  denial  of 
an  application  or  withdrawal  of  ap¬ 
proval  to  participate  in  the  program, 
the  determination  of  the  Food  Stamp 
Review  Officer  shall  sustain  the  action 
under  review  or  shall  direct  that  the 
firm  be  approved  for  participation. 

(c)  Review  of  disqualification  or 
civil  money  penalty.  In  the  case  of  a 
request  for  review  of  action  disqualify¬ 
ing  a  firm  from  participation  in  the 
program  or  assessing  a  civil  money 
penalty  against  the  firm,  the  determi¬ 
nation  of  the  Food  Stamp  Review  Of¬ 
ficer  shall  sustain  the  action  under 
review  or  specify  a  shorter  period  of 
disqualification  or  a  reduced  civil 
money  penalty,  direct  that  an  official 
warning  letter  be  issued  to  the  firm  in 
lieu  of  any  period  of  disqualification, 
or  direct  that  no  administrative  action 
be  taken.  The  Food  Stamp  Review  Of¬ 
ficer  may  change  a  disqualification  of 
a  firm  selling  a  substantial  variety  of 
staple  foods  to  a  civil  money  penalty  if 
the  Review  Officer  receives  informa¬ 
tion  that  the  disqualification  would 
cause  a  hardship  to  participating 
households  because  there  are  no  other 
firms  in  the  area  selling  as  large  a  va- 
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riety  of  staple  food  items  at  compara¬ 
ble  prices,  and  this  information  was 
not  available  to  the  Regional  Office 
when  the  Region  Office  made  its  de¬ 
termination  to  disqualify  the  firm.  In 
such  a  case,  the  Food  Stamp  Review 
Officer  shall  provide  the  information 
to  the  Regional  Office,  which  shall 
report  to  the  Food  Stamp  Review  Offi¬ 
cer  whether  the  new  information  war¬ 
rants  a  civil  money  penalty  in  lieu  of 
disqualification.  If  the  Food  Stamp 
Review  Officer  determines  that  a  civil 
money  penalty  in  lieu  of  a  disqualifica¬ 
tion  is  warranted,  the  Review  Officer 
shall  determine  the  amount  of  the 
penalty  in  accordance  with  §  278.6. 

(d)  Review  of  denial  of  claim.  In  the 
case  of  a  request  for  review  of  a  denial 
of  all  or  part  of  a  claim  of  a  firm,  the 
determination  of  the  Food  Stamp 
Review  Officer  shall  sustain  the  action 
under  review  or  shall  specify  the 
amount  of  the  claim  to  be  paid  by 
FNS. 

(e)  Notice  of  Review  Officer  determi¬ 
nation.  The  Food  Stamp  Review  Offi¬ 
cer  shall  notify  the  firm  of  the  deter¬ 
mination  by  certified  mail.  The  notifi¬ 
cation  shall  be  sent  to  the  representa¬ 
tive  of  the  firm  who  filed  the  request 
for  review. 

(f)  Notifying  the  Regional  Office. 
The  Food  Stamp  Review  Officer  shall 
send  a  copy  of  the  notification  to  the 
firm  to  the  appropriate  FNS  Regional 
Office,  which  shall  take  any  action 
which  may  be  necessary  to  comply 
with  the  determination  of  the  Review 
Officer. 

(g)  Effective  date.  The  determina¬ 
tion  of  the  Food  Stamp  Review  Offi¬ 
cer  shall  take  effect  15  days  after  the 
date  of  delivery  of  the  determination 
to  the  firm. 

§  279.9  Legal  advice  and  extensions  of 
time. 

(a)  Advice  from  Office  of  the  General 
Counsel  If  any  request  for  review  in¬ 
volves  any  doubtful  questions  of  law, 
the  Food  Stamp  Review  Officer  shall 
obtain  the  advice  of  the  Department’s 
Office  of  the  General  Counsel. 

(b)  Extensions  of  time.  Upon  timely 
written  request  to  the  Food  Stamp 
Review'  Officer  by  the  firm  requesting 
the  review,  the  Food  Stamp  Review 
Officer  may  grant  extensions  of  time 
if,  in  the  Review  Officer’s  discretion, 
additional  time  is  required  for  the 
firm  to  fully  present  information  in 
support  of  its  positions.  However,  no 
extensions  may  be  made  in  the  time 
allowed  for  the  filing  of  a  request  for 
review. 

Subpart  C — Judicial  Review 

§  279.10  Judicial  review. 

(a)  Filing  for  judicial  review.  A  firm 
aggrieved  by  the  determination  of  the 
Food  Stamp  Review  Officer  may 
obtain  judicial  review  of  the  determi¬ 


nation  by  filing  a  complaint  against 
the  United  States  in  the  U.S.  District 
Court  for  the  district  in  which  the 
owner  resides  or  its  engaged  in  busi¬ 
ness,  or  in  any  court  of  record  of  the 
State  having  competent  jurisdiction. 
The  complaint  must  be  filed  within  30 
days  after  the  date  of  delivery  or  ser¬ 
vice  upon  the  firm  of  the  notice  of  de¬ 
termination  of  the  Food  Stamp 
Review  Officer  in  accordance  with 
§  279.8(e);  otherwise  the  determination 
shall  be  final. 

(b)  Summons  and  complaints.  Ser¬ 
vice  of  the  summons  and  complaint  in 
any  such  action  shall  be  made  in  ac¬ 
cordance  with  the  Rules  of  Civil  Pro¬ 
cedure  for  the  U.S.  District  Courts. 
The  copy  of  the  summons  and  com¬ 
plaint  required  by  the  Rules  to  be 
served  on  the  officer  or  agency  whose 
order  is  being  attacked  shall  be  sent 
by  registered  or  certificated  mail  to 
the  person  in  charge  of  the  applicant 
Regional  Office  of  FNS  listed  in 
§271.6. 

(c)  Trial  de  novo.  The  suit  in  the 
U.S.  District  Court  or  in  the  State 
court,  as  the  case  may  be,  shall  be  a 
trial  de  novo  by  the  court  in  which  the 
court  shall  determine  the  validity  of 
the  questioned  administrative  action. 
If  the  court  determines  that  the  ad¬ 
ministrative  action  is  invalid,  it  shall 
enter  a  judgment  or  order  which  it  de¬ 
termines  is  in  accordance  with  the  law 
and  the  evidence. 

(d)  Stay  of  action.  Pending  the  judi¬ 
cial  review,  or  any  appeal  from  the  ju¬ 
dicial  review,  the  administrative  action 
under  review  shall  remain  in  force, 
unless  the  firm  makes  application  to 
the  court  and,  after  a  hearing  on  the 
action  showing  irreparable  injury,  the 
court  temporarily  stays  the  adminis¬ 
trative  action  under  review  pending 
disposition  of  the  de  novo  trial  or  an 
appeal  from  the  trial. 

8.  A  new*  Part  280  is  added,  redesig¬ 
nated  from  Part  274,  and  reserved. 
Former  Part  274  remains  in  force  and 
effect.  The  title  of  the  new  Part  280 
reads  as  follows: 

PART  280— EMERGENCY  FOOD  AS¬ 
SISTANCE  FOR  VICTIMS  OF  DISAS¬ 
TERS 

(Reserved.  Part  274  of  the  current 
regulations  remains  in  force  and 
effect.) 

9.  A  new  Part  281  is  added  and  re¬ 
served.  The  title  of  the  new  Part  281 
reads  as  follows: 

PART  281— DESIGNATION  OF  INDIAN 
TRIBES  AS  STATE  AGENCIES 

(Reserved) 

10.  A  new  Part  282  is  added  and 
reads  as  follows: 

PART  282— DEMONSTRATION,  RE¬ 
SEARCH,  AND  EVALUATION  PROJ¬ 
ECTS 

Sec. 

282.1  Legislative  authority. 


Sec. 

282.2  Project  initiation. 

282.3  Eligibility. 

282.4  Approval  of  proposals. 

282.5  Pre-operational  rulemaking  proce¬ 
dures  for  demonstration  projects. 

282.8  Federal  financial  participation. 

Authority:  91  Stat.  958  (7  U.S.C.  2011- 
2027). 

§  282.1  Legislative  authority. 

(a)  Demonstration  projects.  Demon¬ 
stration  projects  are  those  authorized 
by  section  17(b)(1)  of  the  Act  which 
states  in  part: 

The  Secretary  is  authorized  to  conduct  on 
a  trial  basis,  in  one  or  more  areas  of  the 
United  States,  pilot  or  experimental  pro¬ 
jects  [hereafter  called  demonstration  pro¬ 
jects]  designed  to  test  program  changes  that 
might  increase  the  efficiency  of  the  Food 
Stamp  Program  and  improve  the  delivery  of 
food  stamp  benefits  to  eligible  households. 

The  Secretary  is  further  authorized  to 
waive  all  or  part  of  the  requirements 
of  the  Act  and  implementing  regula¬ 
tions  to  the  degree  necessary  to  con¬ 
duct  such  projects,  except  that  no  pro¬ 
ject  may  be  undertaken  which  would 
lower  or  further  restrict  the  estab¬ 
lished  income  and  resource  standards 
or  benefit  levels. 

(b)  Research  projects.  Research  pro¬ 
jects  are  those  authorized  by  section 
17(a)  of  the  Act  which  states: 

The  Secretary  may,  by  way  of  making 
contracts  with  or  grants  to  public  or  private 
organizations  or  agencies,  undertake  re¬ 
search  that  will  help  improve  the  adminis¬ 
tration  and  effectiveness  of  the  Food  Stamp 
Program  in  delivering  nutrition  related 
benefits. 

(c)  Evaluation  projects.  Evaluation 
projects  are  those  authorized  by  sec¬ 
tion  17(c)  of  the  Act  which  states  in 
part: 

The  Secretary  shall  develop  and  imple¬ 
ment  measures  for  evaluating,  on  an  annual 
or  more  frequent  basis,  the  effectiveness  of 
the  Food  Stamp  Program  in  achieving  its 
stated  objectives. 

§  282.2  Project  initiation. 

The  Secretary  shall  determine  those 
areas  of  program  operations  which  re¬ 
quire  demonstration,  research  or  eval¬ 
uation  efforts.  The  Secretary  shall,  as 
appropriate,  seek  proposals  for  specific 
types  of  demonstration,  research,  and 
evaluation  projects  through  either 
publication  of  a  Notice  of  Intent  in  the 
Federal  Register  or  in  accordance 
with  procedures  prescribed  in  the  Fed¬ 
eral  Procurement  Regulations  (41 
CFR,  Ch.  1). 

§282.3  Eligibility. 

States  or  public  or  other  nonprofit 
agencies  or  organizations  or  individ¬ 
uals  are  eligible  for  grants.  States  or 
public  or  private  agencies  or  organiza¬ 
tions  or  individuals  are  eligible  for 
contracts. 
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§  282.4  Approval  of  proposals. 

(a)  Federal  procedures.  (1)  Proposals 
for  demonstration,  research  or  evalua¬ 
tion  projects  shall  be  reviewed  by  a 
panel  consisting  of  appropriate  FNS 
and  Departmental  representatives. 

(2)  Representatives  from  other  De¬ 
partments  and  agencies  may  be  invited 
to  participate  in  proposal  review 
where  proposed  projects  could  affect 
their  programs. 

(3)  Proposals  shall  be  ranked  based 
on  the  criteria  established  in  para¬ 
graph  (b)  of  this  section. 

(b)  Approval  criteria.  (1)  Proposals 
shall  be  reviewed  for  responsiveness  to 
the  specific  requirements  contained  in 
the  Notice  of  Intent  or  Request  for 
Proposal. 

(2)  In  addition,  proposals  will  be 
evaluated  according  to  the  following 
general  criteria: 

(i)  The  conceptual  development  and 
clarity  of  measurable  objectives. 

(ii)  Probable  effectiveness  of  the 
proposal  to  achieve  the  project  objec¬ 
tives  based  on: 

(A)  A  complete  description  of  the 
purpose:  hypotheses;  demonstration, 
research  or  evaluation  design;  and 
plans  for  implementation; 

(B)  The  adequacy  of  the  work  plan, 
indicating  tasks,  scheduling  and  meth¬ 
odology;  and 

(C)  A  technical  evaluation  plan  con¬ 
sistent  with  the  objectives  stated. 

(iii)  The  capability  of  the  applicant 
to  conduct  the  project  based  on: 

(A)  A  description  of  the  qualifica¬ 
tions  of  staff; 


(B)  Availability  of  necessary  facili¬ 
ties,  staff,  and  other  resources; 

(C)  Administrative  and  supervisory 
capacity;  and 

(D)  Knowledge  of  or  previous  experi¬ 
ence  in  conducting  demonstration,  re¬ 
search  or  evaluation  projects. 

(iv)  The  projected  cost  of  the  pro¬ 
ject. 

(v)  For  demonstration  projects,  po¬ 
tential  benefits  in  relation  to  project¬ 
ed  costs  and  potential  nationwide  ap¬ 
plication. 

(vi)  The  relationship  of  the  proposal 
to  other  similar  demonstration,  re¬ 
search  or  evaluation  efforts. 

§  282.5  -  Pre-operational  rulemaking  proce¬ 
dures  for  demonstration  projects. 

Prior  to  the  initiation  of  a  demon¬ 
stration  project  FNS  shall  publish  pro¬ 
posed  regulations  in  the  Federal  Reg¬ 
ister,  if  the  project  will  likely  have 
significant  impact  on  the  public.  The 
regulations  shall  set  forth  the  specific 
operational  procedures  for  the  demon¬ 
stration  project  and  the  provisions  of 
the  Act  and  regulations  which  shall  be 
waived.  All  public  comments  shall  be 
considered  and  final  regulations  pub¬ 
lished  prior  to  actual  project  oper¬ 
ation. 

§  282.6  Federal  financial  participation. 

(a)  Level  of  funding.  (1)  Grant 
awards.  FNS  shall  pay  all  costs  up  to 
the  level  established  in  the  grant 
award.  When  a  demonstration  project 
involves  an  area  of  on-going  State 
agency  administrative  responsibility. 


as  established  in  §  271.4(a),  FNS  may 
pay  up  to  100  percent  only  of  those  ad¬ 
ministrative  costs  which  exceed  those 
usual  and  customary  to  program  oper¬ 
ations. 

(2)  Contracts.  FNS  shall  pay  all  costs 
as  established  in  the  terms  and  condi¬ 
tions  of  the  contract. 

(b)  Limitations.  Federal  financial 
participation  shall  be  available  to  dem¬ 
onstration,  research  and  evaluation 
projects  only  for: 

(1)  Those  activities  and  projects 
awarded  by  FNS.  Funds  shall  not  be 
transferred  from  one  project  to  an¬ 
other; 

(2)  Those  costs  specified  in  the  grant 
or  contract  up  to  the  amount  ap¬ 
proved  in  the  grant  or  contract;  and 

(3)  Costs  incurred  during  the  pro¬ 
ject,  as  established  in  the  grant  or  con¬ 
tract.  Time  extensions  of  the  project 
may  be  granted  where  sufficient  justi¬ 
fication  has  been  submitted  to  and  ap¬ 
proved  by  FNS. 

Note.— The  Food  and  Nutrition  Service 
has  determined  that  this  document  contains 
a  major  proposal  requiring  preparation  of 
an  Economic  Impact  Statement  under  Ex¬ 
ecutive  Order  11821  and  OMB  Circular  A- 
107  and  certifies  that  an  Economic  Impact 
Statement  has  been  prepared. 

(Catalog  of  Federal  Domestic  Assistance 
Programs  No.  10.551,  Food  Stamps.) 

Dated:  April  27, 1978. 

Carol  Tucker  Foreman, 
Assistant  Secretary. 
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